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THE TRADE REFORM ACT OF 1973

MONDAY, MABCH 4, 1974

U.S. SENATE, 
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to notice, at 10:05 a.m., in room 2221, 

Dirksen Senate Office Building, Senator Kussell B. Long (chairman) 
presiding.

Present: Senators Long (presiding), Ribicoff, Byrd of Virginia, 
Nelson, Mondale, Bennett, Curtis, Fannin, Hansen, Packwood, and 
Roth.

OPENING STATEMENT OF THE CHAIKMAN
The CHAIRMAN. The committee will come to order.
The Committee on Finance today commences 4 days of public hear 

ings on the bill, H.E. 10710, the Trade Reform Act of 1973. This 
legislation would delegate greater authority to the President to nego 
tiate trade agreements than has ever been delegated to any President 
under prior trade acts. The President, for example, would be given 
authority to change domestic laws subject to congressional disap 
proval; to ameliorate U.S. balance of payments and inflation prob 
lems; to extend nondiscriminatory tariff treatment to the imports of 
Communist countries; and to provide tariff preferences for imports of 
less developed countries.

The committee intends to give full consideration to all of the issues 
which this bill raises. In addition, there are several new crucial issues, 
such as the shortage of energy resources and the availability of other 
raw materials, which are not addressed by H.R. 10710, but which must 
be considered in the context of major trade legislation.

This week we will receive testimony from representatives of the 
executive branch. On a future date, to be announced, the committee 
will receive testimony from the general public.

A great deal of international economic history has been written since 
Congress last delegated the Executive negotiating authority in the 
Trade Expansion Act of 1962. In my opinion, much of that history 
has been unfavorable to this country.

In 1962, we approached the Kennedy round with deep confidence in 
the intentions of our trading partners and abiding faith that our 
negotiators would be tough Yankee traders. The Kennedy round 
brought about the largest tariff reductions in U.S. history. Since then 
we have experienced a series of huge American trade and payments 
deficits, several dollar devaluations and unprecedented domestic infla 
tion which have eroded our economy's international position. The 
European Common Market in many ways is more protectionist now 
than it was before the Kennedy round. :

(1)



In 1962, we enjoyed a modest trade surplus on a c.i.f. basis—a method 
of accounting which is the only legitimate way to measure balance 
of trade—of approximately $900 million. Our balance of payments 
deficit for that year was a livable $2.9 billion on the liquidity basis.

Ten years later our $900 million trade surplus had become an $11 
billion deficit. Our payments deficit had grown from a bearable $2.9 
billion to an intolerable $14.7 billion. Not surprisingly, the dollar 
had become unwelcome in most of the capitals of the world. Last year, 
1973, there was a sharp improvement, but a large part of that can 
be attributed to huge agricultural exports to the Soviet Union, which 
many of us feel have contributed importantly to the 8.8 percent in 
flation in 1973.

I am not certain that we have learned the lesson of the last decade. 
The bloom is off the rose of "Atlantic partnership," as our friends in 
Europe concentrate on bilateral deals with oil producing nations and 
their former colonies. I'm not at all sure they want to negotiate on a 
basis of fairness and reciprocity. If thy were sincre, they would offer 
us fair compensation for the $1 billion trade loss that we will suffer 
from the enlargment of the European Common Market.

I recognize that the United States must play a major role in leading 
the world and shaping its economy. Our country is the world's largest 
single market. The value of our foreign trade is now $140 billion ex 
ports added to imports. We are a trading nation, and we thrive on com-" 
petition. Given a fair deal, our industry can compete with the world 
and be strengthened in that competition.

I was very much in favor of the Trade Expansion Act of 1962. I 
still desire an "open, nondiscriminatory, and fair world economic sys 
tem," but I am tired of the United States being the "least favored 
nation" in a world which is full of discrimination. We can no longer 
expose our markets, while the rest of the world hides behind variable 
levies, export subsidies, import equalization fees, border taxes, cartels, 
government procurement practices, dumping, import quotas, and a 
host of other practices which effectively bar our products.

I realize that we are not perfect; I realize we have barriers of our 
own. Yet I invite you to take a look at the number of foreign cars on our 
streets and ask why there are practically no Datsuns in Europe and 
practically no Volvos in Japan.

What I am saying is that trade legislation comes before the com 
mittee bearing a heavy burden. It must be demonstrated that the next 
decade of our trading relations will be different from the last. We 
must be shown that the future will not be like the past.

We have had numerous press releases issued by the committee rela 
tive to this bill. We will print them in the hearings at this point and 
also a copy of H.E. 10710. the Trade Eeform Act. Hearing continues 
on page 5.

The CHAIRMAN. We are pleased to have with us today the Honorable 
George P. Shultz, Secretary of the Treasury, accompanied by Mr. 
Peter Flanigan, Executive Director of the Council on International 
Economic Policv. I would suggest that the two witnesses present 
their statements before we commence questions.

Now, Ambassador Eberle is also here. I would hope, however, that 
we would reserve most of our questions for Mr. Eberle for tomorrow.



My understanding is Mr. Eberle is the detail man and the Secretary 
and Mr. Flanigan are going to cover the broad scope of the program. 
Mr. Eberle is available to us to cover the fine points of it, but in order 
to permit the witnesses to get on with their work as soon as possible 
I thought it would be best if we heard the statements of Mr. Shultz and 
Mr. Flanigan this morning and ask them the questions that we have 
in mind for them.

OPENING STATEMENT OF SENATOR ETBICOFF

Senator RIBICOFF. Mr. Chairman, I have a short statement.
What must be realized is that this bill is more than a year old. 

Conditions have changed drastically during the past year under the 
inpact of the fuel shortages, and the situation in the European Com 
munity. Even as we move towards energy self-sufficiency and more 
rational allocation of existing supplies a larger and even more ominous 
problem looms on the horizon. This is a desperate scramble by all in 
dustrialized nations for natural resources of all kinds, food, fiber, and 
minerals. We are already suffering from a highly inflationary effect of 
this worldwide race for raw materials.

The Trade Reform Act before us today does not provide answers 
to the critical problem of shortages of industrial raw materials and 
foodstuffs. Any trade legislation that Congress finally enacts this 
year also must provide more relief for American firms and workers 
from unfair trade practices abroad and greater assurances that the 
will of Congress will be implemented.

Mr. Chairman, if we are having difficulty coping with an Arab oil 
boycott affecting less than 10 percent of our total oil consumption 
making an international squeeze play affecting such minerals as chro 
mium, tin, manganese, platinum, cobalt, nickel, bauxite, and asbestos 
where we are from 80 percent to 100 percent dependent on foreign 
sources. Somehow you know that the countries which produce these 
resources are watching the results of the Arab oil squeeze.

The mathematics and politics here are very simple. The fewer pro 
ducers of a commodity and the more inelastic the demand, the easier 
it is for the producers to get together and agree to raise prices.

Unless we can work together on this new danger with our trading 
partners the West will be in for the kind of cutthroat competition 
where no nation can afford the price of winning. Our trade bill, there 
fore, must be a signal both to our trading partners and to our suppliers 
of raw materials that if they will not agree to fair rules of the game, we 
will take steps to protect ourselves and the American economy is still 
by far the strongest in the world.

International agreements are needed on export controls, assured 
access to raw materials, food and manufactured goods, and on sanc 
tions against countries which impose export embargoes that substan 
tially injure other nations.

Our Government should be authorized to retaliate against countries 
which wage economic warfare against us.

I will also propose that developing countries desiring preferences 
for their goods in American markets must not discriminate against 
the United States in obtaining access to raw materials.



have other amendments designed to strengthen America's 
hands in times of shortages, no matter what happens at the interna 
tional bargaining table.

These are some of the minimum requirements of economic security 
which this country's workers and its industries need in a very unstable, 
uncertain world.

Thank you, Mr. Chairman.

OPENING STATEMENT or SENATOR KOTH
Senator ROTH. Mr. Chairman, I have a short statement.
The importance of foreign trade to our economy and way of life 

is not widely recognized. Trade is a bread and butter issue to millions 
of Americans. It accounts for billions of dollars in our gross national 
product and millions of jobs. A healthy balance of trade is associated 
with boom and prosperity. Large imbalances arc associated with unern 
ployment, recession, devaluation and inflation. Our ability to export 
and to maintain a strong dollar are directly related to our ability to 
import essential supplies—such as oil.

What this committee does or does not do with respect to the Trade 
Reform Act will determine the general thrust of our trade policies for 
the next several years. New authorities are being requested—authori 
ties to enter negotiations, to retaliate effectively against foreign dump 
ing and unfair foreign trade practices, to assist in controlling inflation 
and correcting fundamental imbalances in our overseas payments. We 
must scrupulously examine each and every one of these authorities.

There are hard choices to be made and a lot of work to be done— 
no question about that. The essential thing is that we make these 
choices and that we do not permit our trade policies simply to drift. 
Polls have shown that confidence in Government—including Con 
gress—is very low. No small part is due to what many regard as a 
lack of decisiveness and leadership, an inability of Congress to act and 
to act with precision.

This committee has a great deal of proposed legislation in the 
areas of health, taxes, and commodities yet to consider in this session. 
These bills are also of great importance to the American people. It 
is doubly important, therefore, that we move forward with the trade 
bill. I hope Government and private witnesses will keep the rhetoric 
to a minimum and will focus on the real issues. I believe the commit 
tee has an important opportunity to provide leadership by discharg 
ing its responsibilities not only with care, but also with dispatch.

In closing, Mr. Chairman, I would just like to say that I think it 
is extremely important, and I would ask you that we try to work out 
the schedule immediately as to when the other witnesses are going to 
appear. I can say as one person whose calendar is already getting full 
that I think it is important we know sometime this week what the time 
schedule is going to be.

Thank you, sir.
The CHAIRMAN. I suggest that we let the Secretary and Mr. Flani- 

gan, each make his statement before we ask any questions on their 
testimony.

We will print the bill at this point in the record along with a couple 
of press releases, the committee has issued in the past couple of months 
relative to the Trade Reforming Act.

[The material referred to follows. Oral testimony begins on page 
163.]



PRESS RELEASE

FOR IMMEDIATE RELEASE COMMITTEE ON FINANCE 
March 12, 1974 UNITED STATES SENATE

2227 Dirksen Senate Office Bldg.

PUBLIC TESTIMONY ON TRADE REFORM ACT 
______TO COMMENCE ON MARCH 21 ____

The Honorable Russell B. Long (D. , La.), Chairman of the 
Senate Finance Committee, today announced that the Committee will 
resume public hearings.beginning March 21, 1974, on The Trade 
Reform Act (H. R. 10710). The Chairman said the Committee will 
hear testimony from public witnesses from Thursday. March 21, 
through Wednesday, April 10. The hearings will begin each day at 
10:00 a.m. in Room 2221 of the Dirksen Senate Office Building.

The Chairman said that because an unusually large number 
of requests to testify have been received in response to the Committee's 
call last December for public testimony, the Committee will not be able 
to schedule all those who have requested to testify. Those persons who 
are not scheduled to appear in person to present oral testimony are 
invited to submit written statements. The Chairman emphasized that 
the views presented in such written statements will be as carefully 
con sidered by the Committee as if they were presented orally.

In view of the large number of individuals and organizations 
who have requested to testify, all parties who are scheduled to testify 
orally are urged to comply with the guidelines below:

Notification of Witnesses. --Parties who have submitted 
written requests to testify will be notified as soon as possible as to the 
time and date they are scheduled to appear. Once a witness has been 
advised of the time and date of his appearance, rescheduling will not 
be allowed. If a. witness is unable to testify at the time he is scheduled 
to appear, he may file a written statement for the record of the hearing.

Consolidated Testimony. -- The Chairman also stated that the 
Committee urges all witnesses who have a common position or with the 
same general interest to consolidate their testimony and designate a 
single spokesman to present their common viewpoint orally to the 
Committee. This procedure will enable the Committee to receive a 
wider expression of views on the total bill than it might otherwise 
obtain. The Chairman praised witnesses who in the past have combined 
their statements in order to conserve the time of the Committee.

Panel Groups^. -- Groups with similar viewpoints but who 
cannot designate a single spokesman will be encouraged to form 
panels. Each panelist will be required to restrict his or her comments 
to no longer than a ten minute summation of the principal points of the 
written statements. The panelists are urged to avoid repetition 
whenever possible in their presentations.



Legislative ReorganiaattonjAct. --The Chairman observed 
that the Legislative Reorganization Act of 1946, as amended, requires 
all witnesses appearing before the Committees of Congress --

"... to file in advance written statements of their proposed 
testimony, and to limit their oral presentations to brief 
summaries of their argument."

The statute also directs the staff of each Committee to prepare digests 
of all testimony for the use of Committee Members.

Chairman Long stated that in light of this statute and in view 
of the large number of witnesses who desire to appear before the 
Committee in the limited time available for the hearing, all witnesses 
who are scheduled to testify must comply with the following rules:

(1) All statements must be filed with the Committee 
at least one day in advance of the day on which the witness 
is to appear. If a witness is scheduled to testify on a 
Monday or Tuesday, he must file his written statement with 
the Committee by the Friday preceding his appearance.

(2) All witnesses must include with their written 
statement a summary of the principal points included in 
the statement.

(3) The written statements must by typed on letter-size 
paper (not legal size) and at least 100 copies must be 
submitted to the Committee.

(4) Witnesses are not to read their written statements 
to the Committee, but are to confine their ten-minute oral 
presentations to a summary of the points included in the 
statement.

(5) Not more'than ten minutes will be allowed for the 
oral summary.

Witnesses who fail to comply with these rules will forfeit their privilege 
to testify.

Written Statements.-- Witnesses who are not scheduled for 
oral presentation, and others who desire to present a statement to the 
Committee, are urged to prepare a written position of their views for 
submission and inclusion in the printed record of the hearings. He 
emphasized that these written statements would also be digested by the 
staff for presentation to the Committee during its executive sessions, 
and that they would receive the same careful consideration by the 
Committee as though they had been delivered orally. These written 
statements should be submitted to Michael Stern, Staff Director, 
Committee on Finance, Room 2227, Dirks en Senate Office Building 
not later than Thursday, April 11. 1974.

PR #61



PRESS RELEASE 

FOR IMMEDIATE RELEASE COMMITTEE ON FINANCE
February 20, 1974 UNITED STATES SENATE

2227 Dirksen Senate Office Bldg.

FINANCE COMMITTEE TO HEAR SECRETARY KISSINGER 
____ON TRADE REFORM ACT MARCH 7, 1974_______

In Finance Committee Press Release No. 55, Dated February 
7, 1974, it was announced that the Honorable Henry A. Kissinger, 
Secretary of State, would appear before the Committee to present 
testimony on the Trade Reform Act (H. R. 10710) on March 4 and 5. 
Instead,Secretary Kissinger will be appearing on Thursday, March 7.

The schedule of Administration witnesses who will appear on 
the Trade Reform Act is therefore revised as follows:

Monday, March 4 and 
Tuesday, March 5

The Honorable George P. Shultz, Secretary of the Treasury

The Honorable William D. Eberle, Special Representative 
for Trade Negotiations

The Honorable Peter IA. Flanigan, Executive Director, 
Council on International Economic Policy

Wednesday, March 6

The Honorable Earl L. Butz, Secretary of Agriculture
The Honorable Peter J. Brennan, Secretary of Labor
The Honorable Frederick B. Dent, Secretary of Commerce

Thursday, March 7

The Honorable Henry A. Kissinger, Secretary of State

As was stated in the February 7 press release, due to the 
possibility that the Committee may have to take up emergency legislation 
on energy-related matters, public witnesses have not yet been scheduled 
to testify on H. R. 10710. However, Chairman Russell B. Long stated 

that it is his intention to schedule public witnesses at a later date once 
the Committee's work schedule becomes clearer.

The hearings will begin at 10:00 a.m., March 4, 5, 6, and 7, 
and will be held in Room 2221, Dirksen Senate Office Building.

PR #53



PRESS RELEASE

FOR IMMEDIATE RELEASE COMMITTEE ON FINANCE 
February 14, 1974 UNITED STATES SENATE

^Z^^ Dirksen Senate Office Bldg.

LONG REQUESTS ADMINISTRATION TESTIMONY ON TRADE
DAMAGE PROJECTED FOR U. S. RESULTING FROM
ENLARGEMENT OF EUROPEAN COMMON MARKET

Chairman Russell B. Long, (D., La.) asked today that adminis 
tration witnesses testify before the Senate Finance Committee early in 
March on their negotiations to obtain compensation for an expected $1 
billion in trade damage to the U. S, expected to result from the expansion 
of the European Common Market.

Secretary of State Henry Kissinger and other high administration 
officials are scheduled to appear before the Committee when it opens 
hearings on the House-passed Trade Reform Act of 1973.

Long expressed concern over the lack of progress in negotiations 
with the CcfomozL Market under Article XXIV:6 of the General Agreement 
on Tariffs and Trade (GATT) to receive compensation for the injury to 
U.S. trade. This is expected to result from the extension of preferential 
tariffs and a common agricultural policy to the new member-countries, 
the United Kingdom, Denmark and Ireland.

This extension will increase the degree of discrimination against 
U.S. exports and cause an additional damage to U.S. trade of about $1 
billion. The Common Market has offered to compensate the U. S. for 
only about $130 million.

The Chairman cited President Nixon's recent International Economic 
Report, which said:

"While the adoption of the Common External Tariff will 
result in the reduction of duties on some products exported to 
the new member-states, the EC has not yet offered the United 
States adequate compensating tariff reductions to offset their 
proposed withdrawals of concessions and duty increases."

Long said the issue should be settled before the U. S. begins a new 
round of multilateral trade negotiations and expressed his hope that satis 
factory cc.npensation could be secured before the Senate begins its 
deliberations on the trade bill.

Other administration officials who will testify before the Committee 
in the opening days of the hearings include: Treasury Secretary George P. 
Shultz; Special Trade Representative William D. Eberle; Peter M. Flanigan, 
Executive Director of the Council on International Economic Policy; 
Agriculture Secretary Earl L. Butz; Labor Secretary Peter J. Brennan 
and Commerce Secretary Frederick B. Dent. 
P.R. #56



PRESS RELEASE

FOR IMMEDIATE RELEASE COMMITTEE CN FINANCE 
December Zb, 1973 UNITED STATES SENATE

2227 Dirksen Senate Office Bldg.

CLARIFICATION OF DEADLINE FOR SUBMISSION OF WRITTEN 
STATEMENTS ON TRADE REFORM ACT OF 1973 FOR PARTIES 
_______NOT TESTIFYING BEFORE COMMITTEE__________

On December 14, the Finance Committee issued a. press 
release which established January 11, 1974 as the deadline for re 
quests to testify in the Committee's public hearings on the Trade 
Reform Act of 1973 (H. R. 10710). In the release, it was incorrectly 
indicated that the deadline for submission of written positions by 
witnesses not scheduled for oral testimony would also be January 11, 
1974. Written statements by parties who do not wish to give oral 
testimony or who are not scheduled for such testimony must be sub 
mitted to Michael Stern, Staff Director, Committee on Finance, Room 
2227, Dirksen Senate Office Building not later than the conclusion of 
public hearings on the Trade Reform Act of 1973. As indicated in the 
December 14 press release, the dates of the hearings will be announced 
at a later time.

P.R. #49
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PRESS RELEASE

FOR IMMEDIATE RELEASE COMMITTEE ON FINANCE 
December 14, 1973 UNITED STATES SENATE

2227 Dirksen Senate Office Bldg.

JANUARY 11 DEADLINE SET FOR REQUESTS TO TESTIFY BEFORE 
SENATE FINANCE COMMITTEE ON TRADE REFORM ACT OF 1973

The Honorable Russell B. Long (D. , La.), Chairman of the 
Senate Finance Committee, today invited interested parties to submit 
written requests to testify in the Committee's public hearings on the 
Trade Reform Act of 1973 (H.R. 10710). Written requests to testify 
must be submitted no later than Friday, January 11, 1974, the Chairman 
emphasized.

Chairman Long stated that the Finance Committee intends to 
begin public hearings on the bill shortly after the Congress returns, at 
a date to be announced. All persons or organizations who wish to testify 
on the bill are requested to observe the following guidelines:

Requests to Testify. -- Witnesses desiring to testify during the 
public hearings must submit written requests to testify to Michael Stern, 
Staff Director, Committee on Finance, 2227 Dirksen Senate Office Bldg., 
Washington, D. C. 20510, not later than Friday, January 11, 1974. 
Witnesses will be notified as soon as possible as to the time and date 
they are scheduled to appear. Once a witness has been advised of the 
time and date of his appearance, rescheduling will not be allowed. If 
a witness is unable to testify at the time he is scheduled to appear, he 
may file a written statement for the record of the hearing.

Consolidated Testimony. -- The Chairman also stated that the 
Committee urges all witnesses who have a common position or with the 
same general interest to consolidate their testimony and designate a 
single spokesman to present their common viewpoint orally to the Com 
mittee. This procedure will enable the Committee to receive a wider 
expression of views on the total bill than it might otherwise obtain. The 
Chairman praised witnesses who in the past have combined their state 
ments in order to conserve the time of the Committee. And he urged 
very strongly that all witnesses exert a maximum effort, taking into 
account the limited advance notice, to consolidate and coordinate their 
statements.

Legislative Reorganization Act. --In this respect, the Chairman 
observed that the Legislative Reorganization Act of 1946, as amended, 
requires all witnesses appearing before the Committees of Congress --

". . . to file in advance written statements of their proposed 
testimony, and to limit their oral presentations to brief 
summaries of their argument. "
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The statute also directs the staff of each Committee to prepare digests 
of all testimony for the use of Committee Members.

Senator Long stated that in light of this statute and in view of the 
large number of witnesses who desire to appear before the Committee 
in the limited time available for the hearing, all witnesses who are 
scheduled to testify must comply with the following rules:

(1) All statements must be filed with the Committee 
at least one day in advance of the day on which the witne s s 
is to appear. If a witness is scheduled to testify on a 
Monday or Tuesday, he must file his written statement 
with the Committee by the Friday preceding his appearance.

(2) All witnesses must include with their written 
statement a summary of the principal points included in 
the statement.

(3) The written statements must be typed on letter- 
size paper (not legal size) and at least 100 copies must be 
submitted to the Committee.

(4) Witnesses are not to read their written state 
ments to the Committee, but are to confine their ten-minute 
oral presentations to a summary of the points included in 
the statement.

(5) Not more than ten minutes will be allowed for 
the oral summary.

Witnesses who fail to comply with these rules will forfeit their privilege 
to testify. Those who have already requested to testify need not submit 
a second request.

Written Statements, -- Witnesses who are not scheduled for oral 
presentation, and others who desire to present a statement to the Com 
mittee, are urged to prepare a written position of their views for sub 
mission and inclusion in the printed record of the hearings. These 
written statements should be submitted to Michael Stern, Staff Director, 
Committee on Finance, Room 2227, Dirksen Senate Office Building not 
later than Friday, January 11. 1974.

P. R. # 48

30-229 0-74-2
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93o CONGRESS
IST SESSION H. R. 10710

IN THE SENATE OF THE UNITED STATES
DECEMBER 12,1973 

Bead twice and referred to the Committee on Finance

AN ACT
To promote the development of an open, nondiscriminatory, and 

fair world economic system, to stimulate the economic growth 
of the United States, and for other purposes.

1 Be it enacted by the Senate and House of Bepresenta-

2 fives of the United States of America in Congress assembled,

3 That this Act, with the following table of contents, rimy l>c

4 cited as the "Trade Reform Act of 1973".
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Sec. 103. Staging requirements and rounding authority.
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I SEC. 2. STATEMENT OF PURPOSES.

'J The purposes of this Act are, through ̂ trade agreements

:! affording mutual trade benefits—

4 (1) to stimulate the economic growth of the United

5 States and to maintain and enlarge foreign markets for

(> the products of United States agriculture, industry, min-
7 ing, and commerce; and

8 (2) to strengthen economic relations with foreign
5) countries through the development of fair and equitable

10 market opportunities and through open and nondiscrim-

11 inatory world trade.

12 TITLE I—NEGOTIATING AND OTHER
13 AUTHORITY
14 CHAPTER 1—RATES OF DUTY AND OTHER
15 TRADE BARRIERS
16 SEC. 101. BASIC AUTHORITY FOR TRADE AGREEMENTS.

17 (a) Whenever the President determines that any exist-

18 ing duties or other import restrictions of any foreign country

19 or the United States are unduly burdening and restricting

20 the foreign trade of the United States and that the purposes

21 stated in section 2 will be promoted thereby, the President—

22 (1) during the 5-year period beginning on the date

23 of the enactment of this Act, may enter into trade agree-
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1 ments with foreign countries or instrumentalities thereof;

2 and

3 (2) may proclaim such modification or continuance

4 of any existing duty, such continuance of existing duty-

5 free or excise treatment, or such additional duties, as he

6 determines to be required or appropriate to carry out

7 any such trade agreement.

8 (b) (1) Except as provided in paragraph (2), no

9 proclamation pursuant to subsection (a) (2) shall be made—

10 (A) in the case of a rate of duty existing on July 1,

11 1973, which is 25 percent ad valorem or less, decreas-

12 ing such rate of duty to a rate below 40 percent of the

13 rate existing on July 1, 1973; or

14 (B) in the case of a rate of duty existing on July 1,

15 1973, which is more than 25 percent ad valorem, de-

16 creasing such rate of duty to a rate below the higher of

17 the following:

18 (i) 25 percent of the rate existing on July 1,

19 1973, or

20 (ii) 10 percent ad valorem.

21 (2) Paragraph (1) shall not apply in the case of any

22 article for which the rate of duty existing on July 1, 1973,

23 is not more than 5 percent ad valorem.
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1 (c) (1) Except as otherwise provided in paragraph

2 (2), no proclamation shall be made pursuant to subsection

3 (a) (2) increasing any rate of duty to (or imposing) a rate

4 above the higher of the following: (A) the rate which is

5 50 percent above the rate existing on July 1, 1934, or (B)

6 the rate which is 20 percent ad valorem above the rate

7 existing on July 1,1973.

8 (2) The limitation set forth in paragraph (1) may be

9 exceeded with respect to the conversion by the United States

10 of a barrier to (or other distortion of) international trade

11 into a rate of duty which affords substantially equivalent

12 protection, to the extent that it is necessary to exceed such

13 limitation to effectuate such conversion.

14 SEC. 102. NONTARIFF BARRIERS TO AND OTHER DISTOR-

15 TIONS OF TRADE.

16 (a) The Congress finds that barriers to (and other dis-

17 tortions of) international trade are reducing the growth of

18 foreign markets for the products of United States agricul-

19 tare, industry, mining, and commerce, diminishing the in-

20 tended mutual benefits of reciprocal trade concessions, and

21 preventing the development of open and nondiscriminatory

22 trade among nations. The President is urged to take all ap-

23 proprfete and feasible steps within his power (including the
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1 full exercise of the rights of the United States under inter-

2 national agreements) to reduce or eliminate barriers to (and

3 other distortions of) international trade. The President is

4 further urged to utilize the authority granted by subsection

5 (b) to negotiate trade agreements with other countries and

6 instrumentalities providing on a basis of mutuality for the

7 reduction or elimination of such barriers to (and other dis-

8 tortions of) international trade. Nothing in this subsection

9 shall be constmed as prior approval of any legislation which

10 may be necessary to implement an agreement concerning

11 barriers to (or other distortions of) international trade.

12 (b) (1) Whenever the President determines that any

13 existing barriers to (or other distortions of) international

14 trade of any foreign country or the United States are un-

15 duly burdening and restricting the foreign trade of the

16 United States and that the purposes stated in section 2 will

17 be promoted thereby, the President, during the 5-year period

18 beginning on the date of the enactment of this Act, may

19 enter into trade agreements with foreign countries or instru-

20 mentalities providing for the reduction or elimination of

21 such barriers or other distortions.

22 (2) Except as provided in subsection (g) (1), no trade

23 agreement entered into under this section may provide for

24 any modification in a rate of duty imposed by the United

25 States.
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1 (c) (1) A principal United States negotiating objec-

2 tive under this section shall be to obtain with respect to

3 each product sector of manufacturing, and with respect to

4 the agricultural sector, competitive opportunities for United

5 States exports to the developed countries of the world

6 equivalent to the competitive opportunities afforded in

7 United States markets to the importation of like or similar

8. products, taking into account all barriers (including tariffs)

9 to and other distortions of international trade affecting that

10 sector.

Ji (2) To the maximum extent appropriate to the achieve-

12 ment of the negotiating objective set forth in paragraph (1),

i;j trade agreements entered into under this section shall be

14 negotiated, to the extent feasible, on the basis of each product

lf> rector of manufacturing and on the basis of the agricul-

10 tural sector.

17' (3) For purposes of this subsection and of section 135,

18 the Special Representative for Trade Negotiations together

19 with the Secretary of Commerce or Agriculture, as appro-

20 priate, shall, after consultation with the Advisory Committee

21 for Trade Negotiations established by section 135 and after

22 consultation with interested private organizations, define ap-

28 propriate product sectors of manufacturing.

24 (4) The President shall include in his statement on each

25 trade agreement submitted to each House of the Congress
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1 pursuant to section 162 (a), a sector-by-sector analysis of

2 the extent to which the objective set forth in paragraph (1)

3 has been achieved.

4 (d) Before the President enters into any trade agree-

5 ment under this section providing for the reduction or elim-

6 ination of a barrier to (or other distortion of) international

7 trade, he shall consult with the Committee on Ways and

8 Means of the House of Representatives and the Committee

9 on Finance of the Senate.

1.0 (e) (1) Whenever—

11 (A) the President enters into a trade agreement

12 under this section providing for the reduction or elim-

.13 ination of a barrier to (or other distortion of) interna-

1-1 tional trade, and

15 (B) the President submits such agreement (and

l(i the proclamations and orders proposed to be issued

17 - for the purpose of implementing such agreement) to the

18 Congress for its approval in accordance with subsection

19 (f),

20 such agreement shall enter into force with respect to the

21 United States, and such proclamations and orders shall take

22 effect if (and only if) the provisions of subsection (f) are

215 complied with.

21 (2) The procedure set forth in subsection (f) may be

23 used with respect to a trade agreement whether or not the
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1 implementation of such agreement requires further action by

2 the Congress.

3 (f) Any trade agreement submitted to the Congress

4 under this subsection shall enter into force with respect to

5 the United States, and the proclamations and orders required

6 or appropriate to carry out such agreement which are sub-

7 mitted with such agreement shall take effect, if (and only

8 if)-

9 (1) the President, not less than 90 days before

10 the day on which he enters into such trade agreement,

11 notifies the House of Representatives and the Senate of

12 his intention to enter into such an agreement, and

13 promptly thereafter publishes notice of such intention in

14 the Federal Register;

15 (2) after entering into the agreement, the Presi-

16 dent delivers a copy of such agreement to the House

17 of Representatives and to the Senate together with—

18 (A) a copy of the proclamations and orders, if

19 any, proposed to be issued for the purpose of imple-

20 menting such agreement and an explanation as to

21 how the proclamations and orders affect existing

22 law, and

23 (B) a statement of his reasons as to how the

24 agreement serves the interests of United States com-

25 merce and as to why each such proclamation and
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1 order is required or appropriate to carry out the

2 agreement; and

3 (3) before the close of the 90-day period after the

4 day on which the copy of such agreement is delivered

5 to the House of Representatives and to the Senate pur-

6 suant to. paragraph (2), neither the House of Rep-

7 resentatives nor the Senate adopts, by an affirmative

8 vote of a majority of those present and voting in that

9 House, a resolution of disapproval under the procedures

10 set forth in section 151.

11 (g) If, in any trade agreement entered into under this

12 section, it is provided that any trade barrier (or other dis-

i:i tortion) of the United States with respect to an article is

14 to be converted into a rate of duty affording substantially

15 equivalent tariff protection, then—

16 (1) such agreement may also provide for the re-

1? duction of part or all of that portion of the rate of duty

18 resulting from the conversion of the trade barrier (or

19 other distortion) of the United States which is attributa-

20 ble to such conversion, and

21 (2) no agreement may be entered into under sec-

22 tion 101 reducing to any extent the rate of duty with

23 respect to such article- unless the agreement entered

24 into under this section is submitted to the Congress, and
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1 on or before the time of such submission there is also

2 submitted to the Congress—

3 (A) a clear statement of the reductions (if any)

4 proposed to be taken under section 101 with respect

5 to the column 1 rates of duty for such article, and

6 (B) the determination by the Tariff Commis-

7 sion of the rates of duty which afford substantially

8 equivalent protection to the barrier .(or other dis-

9 tortion) of the United States which is being con-

10 verted.

11 (h) For purposes of this section, the term "barrier"

12 includes the American selling price basis of customs valua-

13 tion (19 U.S.C. sec. 1401a(e) and 1402 (g) ).

14 SEC. 103. STAGING REQUIREMENTS AND HOUNDING A'T-

15 THORITY.

16 (a) Except as otherwise provided in this section, the

17 aggregate reduction in the rate of duty on any article which

18 is in effect on any day pursuant to a trade agreement under

19 section 101 shall not exceed the aggregate reduction which

20 would have been in effect on such day if—

21 (1) a reduction of 3 percent ad valorem or a reduc-

22 tion of one-fifteenth of the total reduction under such

23 .agreement, whichever is greater, had taken effect on the

24 date of the first proclamation pursuant to section 101 (a)

2,") (2) to carry out such trade agreement, and
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I (2) the remainder of such total reduction had taken

'2 effect at 1-yc-ar intervals after the date referred to in

o paragraph (1) in installments equal to the greater of 3

4 percent ad valorem or one-fourteenth of such remainder.

5 This subsection shall not apply in any case where the total re-

(j duction in the rate of duty does not exceed 10 percent of the

7 rate before the reduction.

8 (b) If the President determines that such action will

9 simplify the computation of the amount of duty imposed with

10 respect to an article, he may exceed the limitation provided

11 by section 101 (b) or subsection (a) of this section by not

12 more than whichever of the following is lesser:

13 (1) the difference between the limitation and the

14 next lower whole number, or

15 (2) one-half of 1 percent ad valorem.

16 (c) (1) No reduction pursuant to a trade agreement

17 under this title shall take effect more than 15 years after the

18 date of the first proclamation to carry out such trade agree-

19 ment.

20 (2) If any part of a reduction takes effect, then any time

21 thereafter during which such part of the reduction is not in

22 effect by reason of legislation of the United States or action

23 thereunder shall be excluded in determining—

24 (A) the 1-year intervals referred to in subsection

25 (a) (2), and
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1 (B) the expiration of the 15-year period referred

2 to in paragraph (1) of this subsection.

3 CHAPTER 2—OTHER AUTHORITY

4 SEC. 121. STEPS TO BE TAKEN TOWARD GATT REVISION;

5 AUTHORIZATION OF APPROPRIATIONS FOR

6 GATT.

7 (a) The President shall, as soon as practicable, take

8 such action as may be necessary to bring trade agreements

9 heretofore entered into, and the application thereof, into

10 conformity with principles promoting the development of

11 an open, nondiscriminatory, and fair world economic system,

12 including (but not limited to):

13 (1) the revision of decisionmaking machinery in

14 the General Agreement on Tariffs and Trade (herein-

15 after in this subsection referred to as "GATT") to more

16 nearly reflect the balance of economic interest,

17 (2) the revision of article XIX of the GATT into

18 a truly international safeguard mechanism which takes

19 into account all forms of import restraints countries use

20 in response to injurious competition or threat of such

21 competition,

22 (3) the extension of GATT articles to conditions

23 of trade not presently covered in order to move to-

24 ward more fair trade practices,

25 (4) the adoption of international fair labor stand-
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1 ards and of public petition and confrontation procedures

2 in the GATT,

3 (5) the revision of GATT articles with respect to

4 the treatment of border adjustments for internal taxes to

5 redress the disadvantage to countries relying primarily on

6 direct rather than indirect taxes for revenue needs, and

1 (6) the revision of the balance-of-payments pro-

8 vision in the GATT articles so as to recognize import

9 surcharges as the preferred means by which industrial

10 countries may handle balance-of-payments deficits inso-

11 far as import restraint measures are required.

12 (b) There are hereby authorized to be appropriated an-

13 nually such sums as may be necessary for the payment by

14 the United States of its share of the expenses of the contract-

15 ing parties to the General Agreement on Tariffs and Trade.

16 SEC. 122. BALANCE-OF-PAYMENTS AUTHORITY.

17 (a) Whenever the President determines that funda-

18 mental international payments problems require special im-

19 port measures to restrict imports—

20 (1) to deal with a large and serious United States

21 balance-of-payments deficit,

22 (2) to prevent an imminent and significant depre-

23 ciation of the dollar hi foreign exchange markets, or

24 (3) to cooperate with other countries in correcting

25 an international balance-of-payments disequilibrium,

30-229 O - 74 - 3
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1 the President is authorized, for a period not exceeding ir>0

2 days (unless a longer period is authorized by Act of

3 Congress) —

4 (A) to proclaim a temporary import surcharge, not

5 to exceed 15 percent ad valorem, in the form of duties

6 (in addition to those already imposed, if any) on articles

7 imported into the United States; and

8 (B) to proclaim temporary limitations through the

9 use of quotas on the importation of articles into the

10 United States.

11 Subparagraph (B) shall apply (i) only if international trade

12 or monetary agreements to which the United States is a party

13 permit the imposition of quotas as a balance-of-payments

14 measure, and (ii) only to the extent that the fundamental

15 imbalance cannot be dealt with effectively by a surcharge

16 proclaimed pursuant to subparagraph (A)|. Any temporary

17 import surcharge proclaimed pursuant to subparagraph (A)

18 shall be treated as a regular customs duty.

19 (b) Whenever the President determines that funda-

20 mental international payments problems require special im-

21 port measures to increase imports—

22 (1) to deal with a large and persistent United

23 States balance-of-payments surplus, or

24 (2) to prevent significant appreciation of the dollar

25 -~ foreign '3xc":.?n.g2 ii£:.'>.3ts.
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1 the President is authorized, for a period of 150 days (unless

2 a longer period is authorized by Act of Congress) —

3 (A) to proclaim a temporary reduction (of not

4 more than 5 percent ad valorem) in the rate of duty on

5 any article; and

6 (B) to proclaim a temporary increase in the value

7 or quantity of articles which may be imported under

8 any import restriction, or a temporary suspension of any

9 import restrictions;

10 except with respect to those articles where in his judgment

11 such action would cause or contribute to material injury to

12 firms or workers in any domestic industry, including agricul-

13 ture, mining, fishing, or commerce, or to impairment of the

14 national security, or would otherwise be contrary to the

15 national interest.

16 (c) (1) Import restricting actions proclaimed pursuant

17 to subsection (a) shall be applied consistently with the prin-

18 ciple of nondiscriminatory treatment. In addition, any quota

19 proclaimed pursuant to subparagraph (B) of snb-

20 section (a) shall be applied on a basis which aims at a

21 distribution of trade with the United States approaching as

22 closely as possible thai which various foreign countries might

23 have expected to obtain in the absence of such restrictions.

24 (2) Notwithstanding paragraph (1), if the President

25 determines that the purposes of thh section would best be
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1 served by action against one or more countries having large

2 or persistent balance-of-payments surpluses, he may exempt

3 all other countries from such surcharge.

4 (3) After such time when there enters into force for the

5 United States new rules regarding the application of sur-

6 charges as part of a reform of internationally agreed balance-

7 of-payments adjustment procedures, the exemption authority

8 contained in paragraph (2) shall be applied consistently

9 with such new international rules.

10 (4) It is the sense of Congress that the President seek

11 modifications in international agreements aimed at allowing

12 the use of surcharges in place of quantitative restrictions (find

13 providing rules to govern the use of such surcharges) as a

14 balance-of-payments adjustment measure within the context

15 of arrangements for an equitable sharing of balance-of-pay-

16 ments adjustment responsibility among deficit and surplus

17 countries.

18 (d) Import restricting actions proclaimed pursuant to

19 subsection (a) shall be of broad and uniform application with

20 respect to product coverage except where the President de-

21 termines. consistently with the purposes of this section, that

22 certain articles or groups of articles should not be subject to

23 import restricting actions because of the needs of the United

24 States economy. Such exceptions shall be limited to the nn-

25 availability of domestic supply at reasonable prices, the nee-
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1 cssary importation of raw materials, avoiding serious disloca-

2 tions in the supply of imported goods, and other similar fac-

3 tors. In addition, uniform exceptions may be made where im-

4 port restricting actions would be unnecessary or ineffective in

5 carrying out the purposes of this section, such as with respect

6 to articles already subject to import restrictions, goods in

7 transit, or goods under binding contract. Neither the authori-

8 zation of import restricting actions nor the determination of

9 exceptions with respect to product coverage shall be made

10 for the purpose of protecting individual domestic industries

11 from import competition.

12 (e) Any quantitative limitation proclaimed pursuant to

13 subparagraph (B) of subsection (a) on the quantify or value,

14 or both, of an article or group of articles—.

15 (1) shall permit the importation of a quantity or

16 value not less than the quantity or value of such article

17 or articles imported into the United States from the

18 foreign countries to which such limitation applies dur-

19 ing the most recent period which the President deter-

20 mines is representative of imports of such article or

21 articles, and

22 (2) shall take into account any increase since the

23 end of such representative period in domestic consump-

24 tion of such article or articles and like or similar articles

25 of domestic manufacture or production.
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1 (f) The President may at any time, consistent with the

2 provisions of this section, suspend, modify, or terminate, in

3 whole or in part, any proclamation under this section either

4 during the initial 150-day period of effectiveness or as ex-

5 tended by subsequent Act of Congress.

6 (g) No provision of law authorizing the termination of

7 tariff concessions shall be used to impose a surcharge on

8 imports into the United States.

9 SEC. 123. AUTHORITY TO SUSPEND IMPORT BARRIERS

10 TO RESTRAIN INFLATION.

11 (a) If, during a period of sustained or rapid price in-

12 creases, the President determines that supplies of articles,

13 imports of which are dutiable or subject to any other import

14 restriction, are inadequate to meet domestic demand at rea-

15 sonable prices, he may, either generally or by article or cate-

16 gory of articles—

17 .-,; (1) proclaim a temporary reduction in, or suspen-

18 sion of, the duty applicable to any article; and

19 (2) proclaim a temporary increase in the value or

20 quantity of articles which may be imported under any

21 import restriction.

22 Proclamations under this section in effect at any time shall

23 not apply to more than 30 percent of the estimated total

24 value of United States imports of all articles during the time

25 such actions are in effect.
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1 (b) (1) The President shall exclude from the applica-

2 tion of any proclamation issued under subsection (a) any

3 article if in his judgment such action would cause or

4 contribute to material injury to firms or workers in any

5 domestic industry, including agriculture, mining, fishing, or

6 commerce, or to impairment of the national security, or

7 would otherwise be contrary to the national interest.

8 (2) The President shall exclude from the application

9 of any proclamation under subsection (a) any article which

10 is the subject of any proclamation under section 22 of the

11 Agricultural Adjustment Act.

12 (c) The President may, to the extent that such action

13 is consistent with the purposes of this section and the limita-

14 tions contained in this section, proclaim the modification or

15 termination, in whole or in part, of any proclamation issued

16 under subsection (a).

17 (d) The President shall promptly notify each House of

18 Congress of any action taken under this section and the

19 reasons therefor.

20 (e) The effective period for any proclamation issued

21 under this section with respect to any article shall not

22 exceed 150 days (unless a longer period is authorized by

23 Act of Congress) ; nor shall any article which has been (he

24 subject of any proclamation issued under this section be the

25 subject of another proclamation issued under this section
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1 until 1 year has expired after the termination of the effective

2 period of such prior proclamation.

3 SEC. 124. COMPENSATION AUTHORITY.

4 (a) Whenever any action has been taken under section

5 203 (b) to increase or impose any duty or other import

6 restriction, the President—

7 (1) may enter into agreements with foreign coun-

8 tries for the purpose of granting new concessions as coni-

9 pensation in order to maintain the general level of recip-

10 rocal and mutually advantageous concessions; and

11 (2) may proclaim such modification or continu-

12 ance of any existing duty, or such continuance of exist-

13 ing duty-free or excise treatment, as he determines to be

14 required or appropriate to carry out any such agreement.

15 (b) No proclamation shall be made pursuant to subsec-

16 tion (a) decreasing any rate of duty to a rate which is more

17 than 30 percent below the existing rate of duty.

18 (c) No agreement may be entered into under this sec-

19 tion during any period in which agreements may 1>e entered

20 into under section 101.

21 SEC. 125. AUTHORITY TO RENEGOTIATE DUTIES.

22 (a) Whenever the President determines that any exist-

23 jng duties or other import restrictions of any foreign country

24 or the United States are unduly burdening and restricting
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1 the foreign trade of the United States and that the purposes

2 stated in section 2 will be promoted thereby, the President—

3 (1) may enter into trade agreements with foreign

4 countries or instrumentalities thereof, and

5 (2) may proclaim such modification or continuance

6 of any existing duty, such continuance of existing duty-

7 free or excise treatment, or such additional duties, as

8 he determines to be required or appropriate to carry out

9 any such trade agreement.

10 (b) Agreements entered into under this section in any

11 1-year period shall not provide for the reduction of duties,

12 or the continuance of duty-free treatment, for articles which

13 account for more than 2 percent of the value of United States

14 imports for the most recent 12-month period for which import

15 statistics are available.

16 (c) (1) No proclamation shall be made pursuant to sub-

17 section (a) decreasing any rate of duty to a rate which is

18 more than 20 percent below the existing rate of duty.

19 (2) No proclamation shall be made pursuant to sub-

2() section (a) decreasing or increasing any rate of duty to a

21 rate which is lower or higher than the corresponding rate

22 which would have resulted if the maximum authority

23 granted by section 101 with respect to such article had been

24 exercised.
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1 (d) Agreements may be entered into under this section

2 only during the 2-year period which immediately follows the

3 close of the period during which agreements may be entered

4 into under section 101.

5 SEC. 126. TERMINATION AND WITHDRAWAL AUTHORITY.

6 (a) Every trade agreement entered into under this Act

7 shall he subject to termination or withdrawal, upon due no-

8 ticc, at the.end of a period specified in the agreement. Such

9 period shall be not more than 3 years from the date on which

10 the agreement becomes effective. If the agreement is not

11 terminated or withdrawn from at the end of the period so

12 specified, it shall be subject to termination or withdrawal

13 thereafter upon not more than 6 months' notice.

14 (b) The President may at any time terminate, in whole

15 or in part, any proclamation made under this Act.

16 (c) Whenever the United States, acting in pursuance

17 of any of its rights or obligations under any trade agreement

18 entered into pursuant to this Act, section 201 of the Trade

19 Expansion Act of 1962, or section 350 of the Tariff Act

20 of 1930, withdraws or suspends any obligation with respect

21 to the trade of any foreign country or instrumentality thereof,

22 the President is authorized, to the extent, at such times, and
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1 for such periods as he deems necessary or appropriate, in

2 order to exercise the rights or fulfill the obligations of'the

3 United States and consistently with the purposes stated in

4 section 2 and the international obligations of the United

5 States, in addition to exercising the authority contained in

6 subsection (b), to proclaim an increase in any existing duty

7 to a rate not more than 50 percent above the rate existing

8 on July 1, 1934, or 20 percent ad valorem above the rate

9 existing on July 1, 1973, whichever is higher, and to

10 proclaim the withdrawal or suspension of the application,

11 in whole or in part, of the agreement.

12 (d) Duties or other import restrictions required or

13 appropriate to carry out any trade agreement entered into

1* pursuant to this Act, section 201 of the Trade Expansion

15 Act of 1962, or section 350 of the Tariff Act of 1930 shall

16 not be affected by any termination, in whole or in part, of

17 such agreement and shall remain in effect after the date of

18 such termination for 1 year, unless the President by procla-

19 mation provides that such rates shall be restored to the level

20 they would be but for the agreement. Within 60 days of

21 any such termination, the President shah1 transmit to the

22 Congress his recommendations as to the appropriate rates

23 of duty for all articles which were affected by the termina-
24 tion or would have been so affected but for the preceding

25 sentence.
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1 (e) Before taking any action pursuant to subsection (b)

2 or (c), the President shall provide for a public hearing

3 during the course of which interested persons shall be given

4 a reasonable opportunity to be present, to produce evidence,

5 and to be heard.

6 SEC. 127. NONDISCRIMFNATORY TREATMENT.

7 Except as otherwise provided in this Act or in any other

8 ; provision of law, any duty or other import restriction or

9 duty-free treatment proclaimed in carrying out any trade

10 agreement under this title shall apply to products of all

11 foreign countries, whether imported directly or indirectly.

12 SEC. 128. RESERVATION OF ARTICLES FOR NATIONAL SE-

13 CURITY OR OTHER REASONS.

14: (a) No proclamation shall be made pursuant to the

15 ; provisions of this Act reducing or eliminating the duty or

16 i other import restriction on any article if the President de'ter- 

17: mines that such reduction or elimination would threaten to

18 impair the national security.

19 (b) While there is in effect with respect to any article 

20: any action taken under section 203 of this Act, or section 

21 232 or 351 of the Trade Expansion Act of 1962 (19 U.S.C. 

22' sec. 18(52,1981), the President shall reserve such article from 

23 negotiations under this title (and from any action under
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1 section 122 (b) or 123) contemplating reduction or elimina-

2 tion of any duty or other import restriction. In addition, the

3 President shall also so reserve any other article which/ he

4 determines to be appropriate, taking into consideration infor-

5 mation and advice available pursuant to and with respect to

6 the matters covered by sections 131, 132, and 133 (b), where

7 applicable.

8 (c) The President shall submit to the Congress an an-

9 nual report on section 232 of the Trade Expansion Act of

10 1962. Within 60 days after he takes any action under such

11 section 232, the President shall report to the Congress the

12 action taken and the reasons therefor.

13 CHAPTER 3—HEARINGS AND ADVICE

14 CONCERNING NEGOTIATIONS

15 SEC. 131. TARIFF COMMISSION ADVICE.

16 (a) In connection with any proposed trade agreement

17 under chapter 1 or section 124 or 125, the President shall

18 from time to time publish and furnish the Tariff Commission

19 with lists of articles which may be considered for modifica-

'20 tion or continuance of United States duties, continuance of

21 United States duty-free or excise treatment, or additional

22 duties. In the case of any article with respect to which con-

23 sideration may be given to reducing or increasing the rate of

24 duty, the list shall specify the provision of this title pursuant

25 to which such consideration may be given.



	40

	29

1 (b) Within 6 months after receipt of such'a list, the

2 Tariff Commission shall advise the President with respect

3 to each article of its judgment as to the probable economic

4 effect of modifications of duties on industries producing

5 like or directly competitive articles and on consumers, so as

6 to assist the President in making ah informed judgment as

7 to the impact which might be caused by such modifications

'8 on United States manufacturing, agriculture, mining, fish-

9 ing, labor, and consumers. Such advice may include in the

10 case of any article the advice of the Tariff Commission as to

11 whether any reduction in the rate of duty should take place

12 over a longer period than the minimum periods provided by

13 section 103 (a).

14 (c) In addition, in order to assist the President in his

15 determination of whether to enter into any agreement under

16 section 102, the Tariff Commission shall make such investi-

17 gations and reports as may be requested by the President, in-

18 eluding, where feasible, advice as to the probable economic

19 effects of modifications of any barrier to (or other distor-

20 tion of) international trade on domestic industries and pur-

21 chasers and on prices and quantities of articles in the United

22 States.

23 (d) In preparing its advice to the President under this

24 section, the Tariff Commission shall, to the extent

25 practicable—
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1 (1) investigate conditions, causes, and effects re-

2 latiiig to competition between the foreign industries pro-

3 ducing the articles in question and the domestic industries

4 producing the like or directly competitive articles;

5 (2) analyze the production, trade, and consumption

6 of each like or directly competitive article, taking into

7 consideration employment, profit levels, and use of pro-

8 dnctive facilities with respect to the domestic industries

9 concerned, and such other economic factors in such in-

10 dustries as it considers relevant, including prices, wages,

11 sales, inventories, patterns of demand, capital invest-

12 ment. obsolescence of equipment, and diversification of

13 production;

11 (3) describe the probable nature and extent of any

15 significant change in employment, profit levels, and

16 use of productive facilities, and such other conditions as

11 it deems relevant in the domestic industries concerned

18 which it believes such modifications would cause; and

19 (4) make special studies (including studies of real

20 wages paid in foreign supplying countries), whenever

21 deemed to he warranted, of particular proposed modifi-

22 cations affecting United States manufacturing, agricul-

23 turc, mining, fishing, labor, and consumers, utilizing to

24 the fullest extent practicable United States Government
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1 facilities abroad and appropriate personnel of the United

2 States.

3 (e) In preparing its advice to the President under this

4 section, the Tariff Commission shall, after reasonable notice,

5 hold public hearings.

6 SEC. 132. ADVICE FROM DEPARTMENTS AND OTHER

7 SOURCES.

8 Before any trade agreement is entered into under chap-

9 ter 1 or section 124 or 125, the President shall seek infor-

10 mation and advice with respect to such agreement from the

11 Departments of Agriculture, Commerce, Defense, Interior,

12 Labor, State, and the Treasury, from the Special Represen-

13 tative for Trade Negotiations, and from such other sources

1* as he may deem appropriate.

15 SEC. 133. PUBLIC HEARINGS.

16 (a) In connection with any proposed trade agreement

n under chapter 1 or section 124 or 125, the President shall

18 afford an opportunity for any interested person to present

19 his views concerning any article on a list published pursuant

20 to section 131, any article which should be so listed, any

21 concession which should be sought by the United States, or

22 any other matter relevant to such proposed trade agree-

23 ment. For this purpose, the President shall designate an

24 ngency or an interagency committee which shall, after
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1 reasonable notice, hold public hearings and prescribe regu-

2 lations governing the conduct of such hearings.

3 (b) The organization holding such hearings shall fur-

4 nish the President with a summary thereof.

5 SEC. 134. PREREQUISITES FOR OFFERS.

6 In any negotiations seeking an agreement under chapter

7 1 or section 124 or 125, the President may make an offer

8 for the modification or continuance of any United States

9 duty, the continuance of United States duty-free or excise

10 treatment, or the imposition of additional duties, with respect

11 to any article only after he has received a summary of the

12 hearings at which an opportunity to be heard with respect

13 to such article has been afforded under section 133. In addi-

14 tion, the President may make such an offer only after he has

15 received advice concerning such article from the Tariff Corn- 

16 mission under section 131 (b), or after the expiration of the

17 relevant 6-month period provided for in that section, which-

18 ever first occurs.

19 SEC. 135. ADVICE FROM PRIVATE SECTOR.

20 (a) The President, in accordance with the provisions of

21 this section, shall seek information and advice from repre-

22 sentative elements of the private sector with respect to nego-

23 tiating objectives and bargaining positions before entering

24 into a trade agreement referred to in section 101 or 102.

25 (b) (1) The President shall establish an Advisory G'om-

30-229 O - 74 - 4
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1 mittee for Trade Negotiations to provide overall policy advice

2 on any trade agreement referred to in section 101 or 102.

3 The Committee shall be composed of not more than 45 iu-

4 dividuals, and shall include representatives of government,

5 labor, industry, agriculture, consumer interests, and the

6 general public.

7 (2) The Committee shall meet at the call of the Special

8 Representative for Trade Negotiations, who shall be the

9 Chairman. The Committee shall terminate at the expiration

10 of 5 years from the date of the enactment of this Act.

11 Members of the Committee shall be appointed by the Presi-

12 dent for a period of 2 years and may be reappointed for one

13 or more additional periods.

14 (3) The Special Representative for Trade Negotiations

15 shall make available to the Committee such staff, information,

16 personnel, and administrative services and assistance as it

17 may reasonably require to cany out its activities.

18 (c) In addition to the Committee established under

19 subsection (b), the President shall, on his own initiative or

20 .at the request of organizations in a particular product sector,

21 establish such industry, labor, or agricultural advisory com-

22 mittees as he determines to be necessary for any trade nego-

23 tiations referred to in section 101 or 102. Such committees

24 shall, so far as practicable, be representative of all industry,

25 labor, or agricultural interests in the sector concerned. In
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1 organizing such committees the President, acting through

2 the Special Representative for Trade Negotiations and the

3 Secretary of Commerce, Labor, or Agriculture, as appropri-

4 ate, (1) shall consult with interested private organizations,

5 and (2) shall take into account such factors as patterns of

6 actual and potential competition between United States

7 industry and agriculture and foreign enterprise in interna-

8 tional trade, the character of the nontariff barriers and other

9 distortions affecting such competition, the necessity for rea-

10 sonable limits on the number of such product sector advi-

11 sory committees, the necessity that each committee be

12 reasonably limited in size, and that the product lines cov-

13 ered by each committee be reasonably related.

14 (d) Committees established pursuant to subsection (c)

15 shall meet at the call of the Special Representative for Trade

16 Negotiations, before and during any trade negotiations, to

17 provide the following:

18 (1) policy advice on negotiations;

19 (2) technical advice and information on negotia-

20 tions on particular products 'both domestic and foreign;

21 and

22 (3) advice on other factors relevant to positions of

23 the United States in trade negotiations.

24 (e) The provisions of the Federal Advisory Committee

25 Act (Public Law 92-463) shall apply—
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1 (1) to the Advisory Committee for Trade Negotia-

2 tions established pursuant to subsection (b) ; and

3 (2) to all other advisory committees which may be

4 established pursuant to su'bsection (c) ; except that the

5 meetings of advisory groups established under subsection

6 (c) shall be exempt from the requirements of subsections

7 (a) and (b) of section 10 of the Federal Advisory

8 Committee Act (relating to open meetings, public notice,

9 public participation, and public availability of docu-

10 ments), whenever and to the extent it is determined

11 by the President or his designee that such meetings will

12 be concerned with matters the disclosure of which would

13 seriously compromise the Government's negotiating ob-

14 jectives or bargaining positions on the negotiation of any

15 trade agreement.

16 (f) Information received in confidence by the Advi-

17 sory Committee for Trade Negotiations or by any advisory

18 committee established under subsection (c) shall not be dis-

19 closed to any person other than to officers or employees of the

20 United States designated by the Special Representative for

21 Trade Negotiations, by the Committee on Ways and Means

22 of the House of Eepresentatives, or by the Committee on

23 Finance of the Senate to receive such information for use in

24 • connection with negotiation of a trade agreement referred to

25 in section 101 or 102.
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1 (g) The Special Representative for Trade Negotiations,

2 and the Secretary of Commerce, Labor, or Agriculture, as

3 appropriate, shall provide such staff, information, person-

4 nel, and administrative services and assistance to advisory

5 committees established pursuant to subsection (c) as such

6 committees may reasonably require to carry out their

7 activities.

8 (h) It shall be the responsibility of the Special Repre-

9 sentative for Trade Negotiations, in conjunction with the

10 Secretary of Commerce, Labor, or Agriculture, as appro-

11 priate, to adopt procedures for consultation with and ob-

12 taining information and advice from the advisory committees

13 established pursuant to subsection (c) on a continuing and

14 timely basis, both during preparation for negotiations and

15 actual negotiations. Such consultation shall include the provi-

16 sion of information to each advisory committee as to (1) sig-

17 nificant issues and developments arising in preparation for or

18 in the course of such negotiations, and (2) overall negotiating

19 objectives and positions of the United States and other parties

20 to the negotiations. The Special Representative for Trade

21 Negotiations shall not be bound by the advice or recommen-

22 dations of such advisory committees but the Special Represen-

23 tative for Trade Negotiations shall inform the advisory ccm-

24 mittees of failures to accept such advice or recommendations,

25 and the President shall include in his statement to the Con-
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1 gress, required by section 163, a report by the Special

2 Representative for Trade Negotiations on consultation with

3 such committees, issues involved in such consultation,

4 and the reasons for not accepting advice or recommendations.

5 (i) In addition to any advisory committee established

6 pursuant to this section, the President shall provide adequate,

7 timely, and continuing opportunity for the submission on an

g informal basis by private organizations or groups, represent-

9 ing labor, industry, agriculture, consumer interests, and

10 others, of statistics, data, and other trade information, as well

11 as policy recommendations, pertinent to the negotiation of

12 any trade agreement referred to in section 101 or 102.

13 (j) Nothing contained in this section shall be construed

14 to authorize or permit any individual to participate directly

15 in any negotiation of any trade agreement referred to in

16 section 101 or 102.

17 CHAPTER 4—OFFICE OF THE SPECIAL REP- 
18 RESENTATIVE FOR TRADE NEGOTIA-
19 TIONS

20 SEC. 141. OFFICE OF THE SPECIAL REPRESENTATIVE FOR

21 TRADE NEGOTIATIONS.

22 (a) There is established the Office of the Special Rep- 

23 resentative for Trade Negotiations (hereinafter in this sec-

24 tion referred to as the "Office").

25 0>) (1) The Office shall be headed by the Special Rep-
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1 resentative for Trade Negotiations who shall be appointed

2 by the President, by and with the advice and consent of

3 the Senate. The Special Representative for Trade Negotfa-

4 tions shall hold office at the pleasure of the President, shall

5 be entitled to receive the same compensation and allow-

6 ances as a chief of mission, and shall have the rank of Am-

7 bassador Extraordinary and Plenipotentiary.

8 (2) There shall be in the Office two Deputy Special

9 Representatives for Trade Negotiations who shall be -ap-

10 pointed by the President, by and with the advice and con-

11 sent of the Senate. Each Deputy Special Representative for

12 Trade Negotiations shall hold office at the pleasure of the

13 President and shall have the rank of Ambassador.

14 (c) (1) The Special Representative for Trade Negotia-

15 tions shall—

16 (A) be the chief representative of the United States

17 for each trade negotiation under this title or section 301 ;

18 (B) be responsible to the President and to Congress

19 for the administration of trade agreements programs

20 under this Act and the Trade Expansion Act of 1962;

21 (C) advise the President and Congress with respect

22 to riontariff barriers to international trade, international

23 commodity agreements, and other matters which are re-

24 lated to the trade agreements programs;

25 (D) 1:3 responsible lor ma!oig reports to Congress
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j with respect to the matter set forth in subparagraphs

2 (A) and (B) ;

3 (E) be chairman of the interagency trade organiza-

4 tion established pursuant to section 242 (a.) of the Trade

5 Expansion Act of 1962; and

Q (F) be responsible for such other functions as the

7 President may direct.

g (2) Each Deputy Special Representative for Trade

9 Negotiation shall have as his principal function the conduct

10 of trade negotiations under this Act and shall have such

11 other functions as the Special Eepresentative for Trade

12 Negotiations may direct.

13 (d) The Special Representative for Trade Negotiations

14 may, for the purpose of carrying out his functions under this

15 section—

16 (1) subject to the civil service and classification

17 laws, select, appoint, employ, and fix the compensation

18 of such officers and employees as are necessary and

19 prescribe their authority and duties;

20 (2) employ experts and consultants in accordance

21 with section 3109 of title 5, United States Code, and

22 compensate individuals so employed for each day (in-

23 eluding traveltime) at rates not in excess of the rnaxi-

24 mum rate of pay for grade GS-18 as provided in section

25 5332 of title 5, United States Code, and while such

26 experts and consultants are so serving away from their
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1 homes or regular place of business, to pay such em-

2 ployees travel expenses and per diem in lieu of sub-

3 sistence at rates authorized by section 5703 of title 5,

4 United States Code, for persons in Government service

5 employed intermittently;

6 (3) promulgate such rules and regulations as may

7 be necessary to cany out the functions vested in him;

8 (4) utilize, with their consent, the services, per-

9 sonnel, and facilities of other Federal agencies;

10 (5) enter into and perform such contracts, leases,

11 cooperative agreements, or other transactions as may

12 be necessary in the conduct of the work of the Office

13 and on such terms as the Special Representative for

14 Trade Negotiations may deem appropriate, with any

15 agency or instrumentality of the United States, or with

16 any public or private person, firm, association, corpo-

17 ration, or institution;

18 (6) accept voluntary and uncompensated services,

19 notwithstanding the provisions of section 665 (b) of

20 title 31, United States Code; and

21 (7) adopt an official seal, which shall be judicially

22 noticed.

23 (e) The Special Representative for Trade Negotiations

24 shall, to the extent he deems it necessary for the proper

25 administration and execution of the trade agreements pro-

26 grams of the United States, draw upon the resources of,
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1 and consult with, Federal agencies in connection with the

2 performance of his functions.

3 (f) (1) Any individual who holds the position of Special

4 Representative for Trade Negotiations or a position as

5 Deputy Special Representative for Trade Negotiations on

6 the day before the date of enactment of this Act and who

7 has been confirmed by and with the advice and consent

8 of the Senate may continue to hold such position without

9 regard to the first sentence of paragraph (1), or the first

10 sentence of paragraph (2) of subsection (b), as the case

11 may be.

12 (2) All personnel who on the day before the date

13 of the enactment of this Act are employed by the Office

14 of the Special Representative for Trade Negotiations estab-

15 lished by Executive Order No. 11075 of January 15, 1963,

16 as amended, are hereby transferred to the Office.

17 CHAPTER 5—CONGRESSIONAL DISAPPROV-

18 AL PROCEDURES WITH RESPECT TO

19 PRESIDENTIAL ACTIONS

20 SEC. 151. RESOLUTIONS DISAPPROVING THE ENTERING

21 INTO FORCE OF TRADE AGREEMENTS ON DIS-

22 TORTIONS OF TRADE OR DISAPPROVING CER-

23 TAIN OTHER ACTIONS.

24 (a) RULES OF HOUSE OF REPRESENTATIVES AND

25 SKNATE ON SUCH RESOLUTIONS.—This chapter is enacted

26 by the Congress—



	53

	42

1 (1) as an exercise of the rulemaking power of the

2 House of Representatives and the Senate, respectively,

3 and as such they are deemed a part of the rules of each

4 House, respectively, but applicable only with respect

5 to the procedure to be followed in that House in the

g case of resolutions described in subsection (b) ; and

7 they supersede other rules only to the extent that they

8 are inconsistent therewith; and

9 (2) with full recognition of the constitutional right

jO of either House to change the rules (so far as relating

jj to the procedure of that House) at any time, in the

12 same manner and to the same extent as in the case of

13 any other rale of that House.

14 (b) TERMS OF RESOLUTION.—

15 (1) For purposes of this section, the term "resolu-

16 tion" means only a resolution of either House of Con- 

17 gress, the matter after the resolving clause of which is

18 as follows: "That the ———————— does not favor

19 ———————— transmitted to Congress by the President

20 on —————————", the first blank space therein being

21 filled with the name of the resolving House, the third

22 blank space therein being appropriately filled with the

23 day and year, and the second blank space therein being

24 filled in accordance with paragraph (2).

25 (2) The second blank space referred to in para-

26 graph (1) shall be filled as follows:
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1 (A.) in the case of a resolution relating to the

2 entering into force of a trade agreement under sec-

3 tion 102 (f), with the phrase "the entering into force

4 of the trade agreement";

5 (B) in the case of a resolution referred to in

6 section 204 (b), with the phrase "the taking effect

7 or the continuation in effect of the proposed action

8 under paragraph (3) or (4) of section 203 (b) of

9 the Trade Reform Act of 1973";

10 (C) in the case of a resolution referred to in

11 section 302 (b), with the phrase "the taking effect or

12 the continuation in effect of action under section

13 301 of the Trade Reform Act of 1973"; and

14 (B) in the case of a resolution referred to in

15 section 406 (c), with the phrase "the entering into

16 force or the continuing in effect of nondiscriminatoiy

17 treatment with respect to the products of ————"

18 (with this blank space being filled by the name of

19 the appropriate country).

20 (c) REFERENCE OF RESOLUTION TO COMMITTEE.—

21 A resolution disapproving the entering into force of a trade

22 agreement under section 102 (f) shall be referred to the com-

23 mittee or committees of each House which would have juris-

24 diction over proposed legislation relating to matters covered

25 by the proclamation and orders submitted with such agree-

26 ment. A resolution referred torn section 204 (b), 302 (b),
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1 or 406 (c) shall be referred to the Committee on Ways
2 and Means of the House of Representatives or to the Com-
3 mittee on Finance of the Senate, as the case may be.
4 (d) DISCHARGE OF COMMITTEE CONSIDEBING RESO-
5 I/CTION.—
6 (1) H the committee to which a resolution has
7 been referred has not reported it at the end of 7 cal-
8 endar days after its introduction, it is in order to move
9 either to discharge the committee from further considera-

10 tion of the resolution or to discharge the committee from
11 further consideration of any other resolution with respect
12 to the agreement which has been referred to the
13 committee.

14 (2) A motion to discharge may be made only by
15 an individual favoring the resolution, is highly privileged
16 (except that it may not be made after the committee has
17 reported a resolution with respect to the same matter),
18 ' and debate thereon shall be limited to not more than 1
19 hour, to be divided equally between those favoring and
20 those opposing the resolution. An amendment to the
21 motion is not in order, and it is not in order to move
22 to reconsider the vote by which the motion is agreed to
23 or disagreed to.

24 (3) If the motion to discharge is agreed to or dis-
25 agreed to, the motion may not be renewed, nor may
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1 another motion to discharge the committee be made

2 with respcfct to any other resolution with respect to the

3 same matter.

4 (e) PROCEDURE AFTER REPORT OK DISCHARGE OF

5 COMMITTEE; DEBATE.—
6 (1) When the committee has reported, or has been

7 discharged from further consideration of, a resolution,

8 it is at any time thereafter in order (even though a

9 previous motion to the same effect has been disagreed

10 to) to move to proceed to the consideration of the

11 resolution. The motion is highly privileged and is not

12 debatable. An amendment to the motion is not in order,

13 and it is not in order to move to reconsider the vote

14 by which the motion is agreed to or disagreed to.

15 (2) Debate on the resolution shall be limited to

16 not more than 10 hours, which shall be divided equally

17 between those favoring and those opposing the resolu-

13 tion. A motion further to limit debate is not debatable.

19 An amendment to, or motion to recommit, the resolution

20 is not in order, and it is not in order to move to re-

21 consider the vote by which the resolution is agreed to

22 or disagreed to.

23 (f) DECISIONS WITHOUT DEBATE ON MOTION To
24 POSTPONE OR PROCEED.—

25 • (1) Motions to postpone, made with respect to the

26 discharge from committee or the consideration of a
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1 resolution and motions to proceed to the consideration

2 of other business, shall be decided without debate.

3 (2) Appeals from the decisions of the Chair relat-

4 ing to the application of the rules of the House of Rep-

5 resentatives or the Senate, as the case may be, to the

6 procedure relating to any resolution shall be decided

7 without debate.

8 SEC. 152. SPECIAL RULES RELATING TO CONGRESSIONAL

9 DISAPPROVAL PROCEDURES.

10 (a) Whenever, pursuant to section 102 (f), 204 (b),

11 302 (b), or 40fi (a) and (b), a document is required to lie

12 transmitted to the Congress, copies of such document shall be

13 delivered to both Houses of Congress on the same day and

14 shall be delivered to the Clerk of the House of Representatives

15 if the House is not in session and to the1 Secretary of the

16 Senate if the Senate is not in session.

17 (b) For purposes of sections 102 (f) (3), 204(b),

18 302 (b), and 406 (c), the 90-day period referred to in such

19 sections shall be computed by excluding—

20 (1) the days on which either House is not in ses-

21 sion because of an adjournment of more than 3 days to a

22 day certain or an adjournment of the Congress sine die,

23 and

24 (2) any Saturday and Sunday, not excluded under 

	^raTi (1), •vt'he:;? eiil^sr ITcuss is not is session.
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1 CHAPTER 6—CONGRESSIONAL LIAISON
2 AND REPORTS
3 SEC. 161. CONGRESSIONAL DELEGATES TO NEGOTIATIONS.

4 At the beginning of each regular session of the Congress,

5 the President shall, upon the recommendation of the Speaker

6 of the House of Representatives, select five members (not

7 more than three of whom shall be of the same political party)

8 of the Committee on Ways and Means, and shall, upon the

9 recommendation of the President of the Senate, select five

10 members (not more than three of whom shall be of the same

11 political party) of the Committee on Finance, who shall be

12 accredited as official advisers to the United States delegation

13 to international conferences, meetings, and negotiation ses-

14 sions with respect to trade agreements. Any individual so

15 selected may be reselected under this section.

16 SEC. 162. TRANSMISSION OF AGREEMENTS TO CONGRESS.

17 (a) As soon as practicable after a trade agreement

18 entered into under chapter 1 or section 124 or 125 has

19 entered into force with respect to the United States, the

20 President shall, if he has not previously done so, transmit

21 a copy of such trade agreement to each House of the Con- 

22 gress together with a statement, in the light of the advice

23 of the Tariff Commission under section 131 (b), if any,

24 and of other relevant considerations, of his reasons for

25 entering into the agreement.

26 (b) The President shall transmit to each Member of
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1 the Congress a summary of the information required to be

2 transmitted to each House under subsection (a). For

3 purposes of this subsection, the term "Member" includes

4 any Delegate or Resident Commissioner.

5 SEC. 163. REPORTS.

6 (a) The President shall submit to the -Congress an

7 annual report on the trade agreements program and on import

8 relief and adjustment assistance for workers and firms under

9 this Act. Such report shall include information regarding

10 new negotiations; changes made in duties and nontnriff

11 barriers and other distortions of trade of the United States;

12 reciprocal concessions obtained; changes in trade agreements

13 (including the incorporation therein of actions taken for

14 import relief and compensation provided therefor) ; exten-

15 sion or withdrawal of nondiscriminatory treatment by the

16 United States with respect to the products of a foreign coun-

17 try; extension, modification, withdrawal, suspension, or limi-

18 tation of preferential treatment to exports of developing

19 countries; the results of action taken to obtain removal of

20 foreign trade restrictions (including discriminatory restric-

21 tions) against United States exports and the removal of

22 foreign practices which discriminate against United States

23 service industries (including transportation and tourism)

24 and investment; and the measures being taken to seek the

25 removal of other significant foreign import restrictions; and

26 other information relating to the trade agreements program

30-229 O - 74 - 5
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1 and to the agreements entered into thereunder.

2 (b) The Tariff Commission shall suhmit to the Con-

3 gress, at least once a year, a factual report on the operation

4 of the trade agreements program.

s TITLE II—RELIEF FROM INJURY
6 CAUSED BY IMPORT COMPETI-
' TION
8 CHAPTER 1—IMPORT RELIEF
9 SEC. 201. INVESTIGATION BY TARIFF COMMISSION.

10 (a) (1) A petition for eligibility for import relief for the

11 purpose of facilitating orderly adjustment to import com-

12 petition may be filed with the Tariff Commission by an

13 entity, including a trade association, firm, certified or recog-

14 nized union, or group of workers, which is representative

15 of an industry. The petition shall include -a statement de-

16 scribing the specific purposes for which import relief is being

17 sought, which may include such objectives as facilitating the

18 orderly transfer of resources to alternative uses and other

19 means of adjustment to new conditions of competition.

20 (2) Whenever a petition is filed under this subsection,

21 the Tariff Commission shall transmit a copy thereof to the

22 Special Representative for Trade Negotiations and the agen-

23 cies directly concerned.

24 (b) (1) Upon the request of the President or the Spe-

25 cial Representative for Trade Negotiations, upon resolution

26 of either the Committee on Ways and Means of the House of



61

	50

1 Representatives or the Committee on Finance of the Senate,

2 upon its own motion, or upon the filing of a petition under

3 subsection (a) (1), the Tariff Commission shall promptly

4 make an investigation to determine whether an article is be-

5 ing imported into the United States in such increased quan-

6 titles as to be a substantial cause of serious injury, or the

7 threat thereof, to the domestic industry producing an article

8 like or directly competitive with the imported article.

9 (2) In making its determinations under paragraph (1),

10 the Tariff Commission shall take into account all economic

11 factors which it considers relevant, including (but not limited
12 to) —

13 (A) with respect to serious injury, the significant

14 idling of productive facilities in the industry, the inability

15 of a significant number of firms to operate at a reasonable

16 level of profit, and significant unemployment or under-

17 employment within the industry;

18 (B) with respect to threat of serious injury, a

19 decline in sales, a higher and growing inventory, and

20 a downward trend in production, profits, wages, or

21 employment (or increasing underemployment) in the

22 domestic industry concerned; and

23 (C) with respect to substantial cause, an increase

24 in imports (either actual or relative to domestic produc-

25 tion) and a decline in the proportion of the domestic

26 market supplied by domestic producers.
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I (3) For purposes of paragraph (1), in determining

•2 the domestic industry producing an article like or directly

;; competitive with an imported article, the Tariff Commission—

4 (A) may, in the case of a domestic producer which

5 also imports, treat as part of such domestic industry only

0 its domestic production, and

7 (B) may, in the case of a domestic producer which

8 produces more than one article, treat as part of such

9 domestic industry only that portion or subdivision of the

10 producer which produces the like or directly competitive

11 article.

12 (4) Eor purposes of this section, the term "substantial

i;5 cause" means a cause which is important and not less than

14 any other cause.

15 (5) In the course of any proceeding under this sub-

16 section, the Tariff Commission shall, for the purpose of

17 assisting the President in making his determinations under

18 sections 202 and 203, investigate and report on efforts made

19 by firms and workers in the industry to compete more ef-

20 fectively with imports.

21 (6) In the course of any proceeding under this

22 subsection, the Tariff Commission shall investigate any

23 factors which in its judgment may be contributing to in-

24 creased imports of the article under investigation; and, when-

25 ever in the course of its investigation the Tariff Commission
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I lias reason to believe that the increased imports are attrib-

.2 utaMe in part to circumstances which come within the pur-

3 view of the Antidumping Act, 1921, section 303 or 337

4 of the Tariff Act of 1930, or other remedial provisioas of

5 law, the Tariff Commission shall promptly notify the appro-

6 priate agency so that such action may be token as is other-

7 wise authorized by such provisions of law.

8 (c) In the course of any proceeding under subsection

9 (b), the Tariff Commission shall, after reasonable notice,

10 hold public hearings and shall afford interested parties an

11 opportunity to be present, to present evidence, and to be

12 heard at such hearings.

13 (d) (1) The Tariff Commission shall report to the

14 President its findings under subsection (b) and the basis

15 therefor and shall include in each report any dissenting or

16 separate views. If the Tariff Commission finds with respect

17 to any article, as a result of its investigation, the serious

18 injury or threat thereof described in subsection (b), it

19 shall find the amount of the increase in, or imposition of,	\
20 <iny duty or other import restriction on such article whic-h

21 is necessary to prevent or remedy such injury and shall in-

22 elude such finding in its report to the President. The Tariff

2;j Commission shall furnish to the President a transcript of

24 the hearings and any briefs which may have been submitted

25 in connection with each investigation.
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1 (2) The report of the Tariff Commission of its dctcr-
2 mination under subsection (b) shall be made at the earliest

3 practicable time, but not later than 6 months after the date

4 on which the petition is filed (or the date on which the re-
5 quest or resolution is received or the motion is adopted, as
G the case may be). Upon making such report to the Presi-

7 dent, the Tariff Commission shall also promptly make pub-
8 lie such report (with the exception of information which
9 the Commission determines to be confidential) and shall

10 cause a summary thereof to be published in the Federal

11 Kegister.

12 (e) Except for good cause determined by the Tariff
13 Commission to exist, no investigation for the purposes of this

14 section shall be made with respect to the same subject matter

15 as a previous investigation under this section, unless 1 year

16 has elapsed since the Tariff Commission made its report to the
17 President of the results of such previous investigation.

18 (f) (1) Any investigation by the Tariff Commission

19 under section 301 (b) of the Trade Expansion Act of

20 1962 (as in effect before the date of the enactment

21 of this Act) which is in progress immediately before

22 such date of enactment shall be continued under this section

23 in the same manner as if the investigation had been instituted

24 originally under the provisions of this section. For purposes

25 of subsection (d) (2), the petition for any investigation to
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1 which the preceding sentence applies shall be treated as

2 having been filed, or the request or resolution as having been

3 received or the motion having been adopted, as the case may

4 be, on the date of the enactment of this Act.

5 (2) If, on the date of the enactment of this Act, the

6 President has not taken any action with respect to any

7 report of the Tariff Commission containing an affirmative

8 determination resulting from an investigation under sec-

9 tion 301(b) of the Trade Expansion Act of 1962 (as

10 in effect before the date of the enactment of this

11 Act), such report shall be treated by the President as a re-

12 port received by him under this section on the date of the

13 enactment of this Act..

14 SEC. 202. PRESIDENTIAL ACTION AFTER INVESTIGATIONS.

15 (a) After receiving a report from the Tariff Commis-

16 sion containing an affirmative finding under section 201 (b)

17 that increased imports have been a substantial cause of seri-

18 ous injury or threat thereof with respect to an industry—

19 (1) the President shall evaluate the extent to which

20 adjustment assistance has been made available (or can

21 be made available) under chapters 2 and 3 to the work-

22 ers and firms in such industry, and, after such evalua-

23 tion, may direct the Secretary of Labor and the Secre-

24 tary of Commerce that expeditious consideration be

25 given to petitions for adjustment assistance; and
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1 (2) the President may provide import relief for

2 such industry pursuant to section 203.

3 (b) Within 60 days (30 days in the case of a supple-

4 mental report under subsection (d)) after receiving a report

5 from the Tariff Commission containing an affirmative finding

6 under section 201 (b) (or a finding under section 201 (b)

7 which he may treat as an affirmative finding by reason of

8 section 330 (d) of the Tariff Act of 1930), the President

9 shall make his determination whether to provide import relief

10 pursuant to section 203. If the President determines not to

11 provide import reh'ef, he shall immediately submit a report

12 to the House of Representatives and to the Senate stating

j:j the considerations on which his decision was based.

11 (c) In determining whether to provide import relief

L") pursuant to section 203, the President shall take into account,

l(i in addition to such other considerations as he may deem

17 relevant—

18 (1) information and advice from the Secretary of

19 Labor on the extent to which workers in the industry

20 have applied for, are receiving, or are likely to receive

21 adjustment assistance under chapter 2 or benefits from

22 other manpower programs;

23 (2) information and advice from the Secretary of

24 Commerce on the extent to which firms in the industry
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1 have applied for, are receiving, or are likely to receive

2 adjustment assistance under chapter 3;

3 (3) the probable effectiveness of import relief as

4 a means to promote adjustment, the efforts being made

5 or to be implemented by the industry concerned to adjust

6 to import competition, and other considerations relative

7 to the position of the industry in the Nation's economy;

8 (4) the effect of import relief on consumers (in-

9 eluding the price and availability of the imported article

10 and the like or directly competitive article produced in

11 the United States) and on competition in the domestic

12 markets for such articles;

13 (5) the effect of import relief on the international

14 economic interests of the United States;

15 (6) the impact on United States industries and

16 firms as a consequence of any possible modification of

17 duties or other import restrictions which may result

18 from international obligations with respect to compensa-

19 tion;

20 (7) the geographic concentration of imported prod-

21 ucts marketed in the United States;

22 (8) the extent to which the United States market

2;> is the focal point for exports of such article by reason
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1 of restraints on exports of such article to, or on imports

2 of such article into, third country markets; and

3 (9) the economic and social costs which would

4 be incurred by taxpayers, communities, and workers,

5 if import relief were or were not provided.

6 (d) The President may, within 45 daj'S after the

7 date on which he receives an affirmative finding of the

8 Tariff Commission under section 201 (h) with respect to an

9 industry, request additional information from the Tariff

10 Commission. The Tariff Commission shall, as soon as prac-

11 ticable but in no event more than 30 days (60 days where

12 extensive additional information is requested) after the date

lit on which it receives the President's request, furnish addi-

14 tional information with respect to such industry in a sup-

15 plemental report.

Ki SEC. 203. IMPORT RELIEF.

17 (a) For purposes of applying the provisions of this

18 section, each of the following methods of providing relief

19 from injury caused by imports shall be preferred to the

20 methods listed below it:

21 (1) Increases in, or impositions of, duties.

22 (2) Tariff-rate quotas.

23 (3) Quantitative restrictions.

24 (4) Orderly marketing agreements.
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1 Nothing in this section shall prevent the use of a combination

2 of two or more such methods.

3 (b) If the President determines to provide import

4 relief pursuant to this section, he shall, to the extent that and

5 for such time (not to exceed 5 years) as he determines neces-

6 sary to prevent or remedy serious injury or the threat thereof

7 to the industry in question and to facilitate the orderly adjust-

8 ment to new competitive conditions by the industry in

9 question—

10 (1) proclaim an increase in, or imposition of, any

11 duty on the article causing or threatening to cause serious

12 injury to such industry;

i;> (2) proclaim a tariff-rate quota on such article;

14 (3) proclaim a modification of, or imposition of, any

1") quantitative restriction on the import into the United

3i; Stives of such iirtick1 ;

IT (4) negotiate orderly marketing agreements with

38 foreign countries limiting the export from foreign coun-

1!) tries and the import into the United States of such

20 articles; or

21 (5) take any combination of such actions.

22 (c) Whenever the President selects under this section

2;$ a method or methods of providing relief from injury caused

24 liy imports, he shall report to the Congress what action he is
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1 taking, and he shall state with respect to each such method

2 the reasons why he selected that method of providing- relief

3 from such injury rather than adjustment assistance and rather

4 than each method of import relief which ranks higher in

5 preference.

6 (d) (1) No proclamation pursuant to subsection (1>)

7 shall be made increasing a rate of duty to (or imposing) a

8 rate which is more than 50 percent ad valorem above the rate

9 (if any) existing at the time of the proclamation.

10 (2) Any quantitative restriction proclaimed pursuant

11 to subsection (b) and any orderly marketing agreement

12 negotiated pursuant to such subsection shall permit the im-

13 portation of a quantity or value of the article which is not

14 less than the quantity or value of such article imported into

15 the United States during the most recent period which the

16 President determines is representative of imports of such

17 article.

18 (e) (1) Any initial proclamation made pursuant to

19 paragraph (1), (2), or (3) of subsection (b) shall be

20 made within 15 days after the import relief determination

21 date. Any initial orderly marketing agreement under para-

22 graph (4) of subsection (b) shall be entered into within

23 180 days after the import relief determination date.

24 (2) If, within 15 days after the import relief

25 determination date, the President announces his intention to
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1 negotiate one or more orderly marketing agreements, the

2 taking effect of any initial proclamation referred to in para-

;; graph (1) may be withheld until the entering into effect of

•i an orderly marketing agreement which is entered into on

5 or before the 180th day after the import relief determiua-

6 tion date, and the application of any such initial proclamation

7 may be suspended while such agreement is in effect.

8 (3) For purposes of this subsection, the term "import

9 relief determination date" means the date of the President's

10 determination under section 202 to provide import relief.

11 (f) (1) For purposes of subsections (a) and (b), the

12 suspension of item 806.30 or 807.00 of the Tariff Schedules

13 of the United States with respect to an article shall be treated

14 as an increase in duty.

15 (2) For purposes of subsections (a) and (b), the sus-

1U pension of the designation of any article as an eligible article

17 for purposes of title V shall be treated as an increase in duty.

18 (3) No proclamation providing for a suspension referred

19 to in paragraph (1) or (2) with respect to any article shall

20 be made under subsection (b) unless the Tariff Commission,

21 in addition to making an affirmative determination with re-

22 spect to such article under section 201 (b), determines in

23 the course of its investigation under section 201 (b) that the

24 serious injury (or threat thereof) to the domestic industry

25 producing a like or directly competitive article results from
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1 the application of item 806.30 or item 807.00, or from the

2 designation of the article as an eligible article for purposes of

3 title V, as the case may be.

4 (g) No import relief shall be provided pursuant to this

5 section unless due diligence has been exercised in notifying

6 those persons who may be adversely affected by the providing

7 of such relief, and unless the President has provided for a pub-

8 lie hearing with respect to the proposal to provide such relief

9 during the course of which interested persons have been given

10 a reasonable opportunity to be present, to produce evidence,

11 and to be heard.

12 (h) (1) The President sliaU by regulations provide for

13 the efficient and fair administration of any quantitative rcstric-

14 tion proclaimed pursuant to subsection (b) (.'!).

15 (2) In order to carry out an agreement concluded 

1G under subsection -(b) (4), the President is authorized to

17 prescribe regulations governing the entry or withdrawal from

18 warehouse of articles covered by such agreement. In adcli-

19 tion, in order to carry out one or more agreements concluded

20 under subsection (b) (4) among countries accounting for a

21 major part of United States imports of the article

22 covered by such agreements, the President is also authorized

23 to issue regulations governing the entry or withdrawal from

24 warehouse of like articles which are (lie product of countries

25 not parties to such agreements.



	73

	62

1 (8) Regulations prescribed under this subsection shall,

2 to the extent practicable and consistent with efficient and fair

3 administration, insure against inequitable sharing of imports

4 by a relatively small number of the larger importers.

5 (i) (1) Any import relief provided pursuant to this

G section shall, unless renewed pursuant to paragraph (3),

7 terminate no later than the close of tihe day which is 5

8 years after the day on which import relief with respect to

9 the article in question first took effect pursuant to this

10 section.

11 (2) To the extent feasible, any import relief provided

12 pursuant to this section for a period of more than 3 years shall

18 be phased down dining the period of such relief, with the first

14 reduction of relief taking effect no later than the close of the

15 day which is 3 years after the day on which such relief

16 first took effect,

17 (3) Any import relief provided pursuant to this sec-

18 tion may be extended by the President, at a level of relief

19 no greater than the level in effect immediately before such

20 extension, for one 2-year period if the President determines,

21 after taking into account the advice received from the Tariff

22 Commission under subsection (j) (2) and after taking into

23 account the considerations described in section 202 (c), that

24 such extension is in the national interest.

25 (4) Any import relief provided pursuant to this sec-
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1 tion may be reduced or terminated by the President when
2 he determines, after taking into account the advice received

3 from the Tariff Commission under subsection (j) (2) and
4 after seeking advice of the Secretary of Commerce and the
5 Secretary of Labor, that such reduction or termination is

6 in the national interest.

7 (5) For purposes of this subsection and subsection (j),

8 the import relief provided in the case of an orderly market-
9 ing agreement shall be the level of relief contemplated by

10 such agreement.

11 (j) (1) So long as any import relief provided pursuant
12 to this section remains in effect, the Tariff Commission shall
13 keep under review developments with respect to the industry

14 concerned (including the progress and specific efforts made

15 by the firms in the' industry concerned to adjust to import

16 competition) and upon request of the President shall make

11 reports to the President concerning such developments.

18 (2) Upon request of the President or upon its own

19 motion, the Tariff Commission shall advise the President

20 of its judgment as to the probable economic effect on the

21 industry concerned of the reduction or termination of the

22 import relief provided pursuant to this section.

23 (3) Upon petition on behalf of the industry concerned,

24 filed with the Tariff Commission not earlier than the date
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1 which is 9 months, and not later than the date which is

2 C months, before the date any import relief provided pur-

3 suaut to this section is to terminate by reason of the expira-

4 tion of the initial period therefor, the Tariff Commission

5 shall advise the President of its judgment as to the probable

6 economic effect on such industry of such termination.

7 (4) In advising the President under paragraph (2) or

8 (3) as to the. probable economic effect on the industry con-

9 cerned, the Tariff Commission shall take into account all eco-

10 nomic factors which it considers relevant, including the

11 considerations set forth in section 202 (c) and the progress

12 and specific efforts made by the industry concerned to adjust

13 to import competition.

14 (5) Advice by the Tariff Commission under paragraph

15 (2) or (3) shall be given on the basis of an investigation

16 during the course of which the Tariff Commission shall hold a

17 hearing at which interested persons shall be given a reason-

18 able opportunity to be present, to produce evidence, and to

19 be heard.

20 (k) No investigation for the purposes of section 201

21 shall be made with respect to an article which has received

22 import relief under this section unless 2 years have elapsed

23 since the last day on which import relief was provided with

24 respect to such article pursuant to this section.
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1 SEC. 204. PROCEDURE FOR CONGRESSIONAL DISAPPROVAL

2 OF QUANTITATIVE RESTRICTIONS AND OR-

3 DERLY MARKETING AGREEMENTS.

4 (a) Whenever the President issues a proclamation pur-

5 suant to section 203 (b) (3) or enters into an orderly market-

6 ing agreement pursuant to section 203 (b) (4), he shall

7 promptly transmit to the House of Representatives and to

8 the Senate a copy of such proclamation or agreement together

9 with a copy of the statement required to be made to Congress

10 under section 203 (c).

11 (b) If, before the close of the 90-day period beginning

12 on the day on which the copy of the proclamation or agrce-

13 ment is delivered to the House of Representatives and to the

14 Senate pursuant to subsection (a), either the House of Rep- 

15 resentatives or the Senate adopts, by an affirmative vote of

16 a majority of those present and voting in that House, a resolu-

17 tion of disapproval under the procedures set forth in section

18 151, then such proclamation or such agreement, as the case

19 may be, shall have no force and effect beginning with the

20 day after the date of the adoption of such resolution of dis-

21 approval.

22 (c) For purposes of section 203 (e) (1), in the case of

23 the adoption of any resolution of disapproval referred to in

24 subsection (b), a second IS^day period during which the

25 President shall provide import relief under paragraph (1)
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1 or (2) of section 203 (b) shall be deemed to have started

2 on the day on which the resolution of disapproval was

3 adopted.

4 CHAPTER 2—ADJUSTMENT ASSISTANCE

5 FOR WORKERS
6 Subchapter A—Petitions and Determinations
7 SEC. 221. PETITIONS.

8 (a) A petition for a certification of eligibility to apply for

9 adjustment assistance under this chapter may be filed with

10 the Secretary of Labor (hereinafter in this chapter referred

11 to as the "Secretary") by a group of workers or by their

12 certified or recognized union or other duly authorized repre-

13 sentative. Upon receipt of the petition, the Secretary shall

l-l promptly publish notice in the Federal Register that he

15 has received the petition and initiated an investigation.

16 (b) If the petitioner, or any other person found by the

17 Secretary to have a substantial interest in the proceedings,

18 submits not later than 10 days after the date of the Secre-

19 tary's publication under subsection (a) a request for a hear-

20 ing, the Secretary shall provide for a public hearing and afford

21 such interested persons an opportunity to be present, to pro-

22 duce evidence, and to be heard.

23 SEC. 222. GROUP ELIGIBILITY REQUIREMENTS.

24 The Secretary shall certify a group of workers as eligible



	78

	67
1 to apply for adjustment assistance under this chapter if he

2 determines—

3. (1) that a significant number or proportion of the

4 workers in such workers' firm or an appropriate sub-

5 division of the firm have become totally or partially

6 separated, or are threatened to become totally or par-

7 tially separated,

8 (2) that sales or production, or both, of such firm

9 or subdivision have decreased absolutely, and

10 (3) that increases of imports of articles like or di 

ll rectly competitive with articles produced by such work-

12 ers' firm or an appropriate subdivision thereof contrib-

13 uted importantly to such total or partial separation, or

14 threat thereof, and to such decline in sales or production.

15 SEC. 223. DETERMINATIONS BY SECRETARY OF LABOR.

16 (a) As soon as possible after the date on which a pe-

17 tition is filed under section 221, but in any event not later

18 than 60 days after that date, the Secretary shall determine

19 whether the petitioning group meets the requirements of

20 section 222 and shall issue a certification of eligibility to

21 apply for assistance under this chapter covering workers in

22 any group which meets such requirements. Each certifica-

23 tion shall specify the date on which the total or partial

24 separation began or threatened to begin.

25 (b) A certification under this section shall not apply
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1 to any worker whose last total or partial separation from the

2 firm or appropriate subdivision of the firm before his applica-

3 tion under section 231 occurred—

4 (1) more than one year before the date of the peti-

5 tion on which such certification was granted, or

6 (2) more than 6 months before the effective date

7 of this chapter.

8 (c) Upon reaching his determination on a petition, the

9 Secretary shall promptly publish a summary of the deter-

10 mination in the Federal Eegister.

11 (d) Whenever the Secretary determines, with respect

12 to any certification of eligibility of the workers of a firm

13 or subdivision of the firm, that total or partial separations

14 from such firm or subdivision are no longer attributable to

15 the conditions specified in section 222, he shall terminate such

16 certification and promptly have notice of such termination

17 published in the Federal Eegister. Such termination shall

18 apply only with respect to total or partial separations occur-

19 ring after the termination date specified by the Secretary.

20 SEC. 224. STUDY BY SECRETARY OF LABOR WHEN TARIFF

21 COMMISSION BEGINS INVESTIGATION; ACTION

22 WHERE THERE IS AFFIRMATIVE FINDING.

23 (a) Whenever the Tariff Commission begins an investi-

24 gation under section 201 with respect to an industry, the

25 Tariff Commission shall immediately notify the Secretary of
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1 such investigation, and the Secretary shall immediately begin

2 a study of—

3 (1) the number of workers in the domestic industry

4 producing the like or directly competitive article which

5 have been or are likely to be certified as eligible for

6 adjustment assistance, and

7 (2) the extent to which the adjustment of such

8 workers to the import competition may be facilitated

9 through the use of existing programs.

10 (b) The report of the Secretary of the study under sub-

11 section (a) shall be made to the President not later than

12 15 days after the day on which the Tariff Commission makes

13 its report under section 201. Upon making its report to the

14 President, the Secretary shall also promptly make it public

15 (with the exception of information which the Secretary

16 determines to be confidential) and shall have a summary

17 of it published in the Federal Register.

18 (c) Whenever the Tariff Commission makes an affirma-

19 tive finding under section 201 (b) that increased imports

20 are a substantial cause of serious injury or threat there-

21 of with respect to an industry, the Secretary shall make

22 available, to the extent feasible, full information to the work-

23 ers in such industry about programs which may facilitate

24 the adjustment to import competition of such work^

25 ers, and he shall provide assistance in the preparation am}
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1 processing of petitions and applications of such workers for

2 program benefits.

3 Subchapter B—Program Benefits
4 PART I—TRADE READJUSTMENT ALLOWANCES

5 SEC. 231. QUALIFYING REQUIREMENTS FOR WORKERS.

6 Payment of a trade readjustment allowance shall be

7 . made to an adversely affected worker covered by a certifica-

8 tion under subcbapter A who files an application for such

9 allowance for any week of unemployment which begins after

10 the date specified in such certification pursuant to section 223

11 (a), if the following conditions are met:

12 (1) Such worker's last total or partial separation

13 before his application under this chapter, occurred—

14 (A) on or after the date, as specified in the

15 certification under which he is covered, on which

16 total or partial separation began or threatened to

17 begin in the adversely affected employment, and

18 (B) before the expiration of the 2-year period

19 beginning on the date on which the determination

20 under section 223 was made, and

21 (C) before the termination date (if any) deter-

22 mined pursuant to section 223 (d) ; and

23 (2) Such worker had, in the 52 weeks immediately

24 preceding such total or partial separation, at least 26

25 weeks of employment at wages of $30 or more a week
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1 in adversely affected employment with a single firm

2 or subdivision of a firm, or, if data with respect to

3 ' weeks of employment are not available, equivalent

4 amounts of employment computed under regulations

5 prescribed by the Secretary.

6 SEC. 232. WEEKLY AMOUNTS.

7 (a) Subject to the other provisions of this section, the

8 trade readjustment allowance payable to an adversely

9 affected worker for a week of unemployment shall be—

10 (1) (A) in the case of any such week in the first

11 26 weeks of such allowances, 70 percent of his average

12 weekly wage (but not in excess of the average weekly

13 manufacturing wage), or

14 (B) in the case of any subsequent week of such

15 allowances, 65 percent of his average weekly wage (but

16 not in excess of the average weekly manufacturing

17 wage) ; reduced by

18 (2) 50 percent of the amount of the remuneration

19 for services performed during such week.

20 (b) Any adversely affected worker who is entitled to

21 trade readjustment allowances and who is undergoing train-

22 ing approved by the Secretary, including on-the-job training,

23 shall receive1 for each week in which he is undergoing any

24 such training, a trade readjustment allowance in an amount

25 (computed for such week) equal to the amount computed
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1 under subsection (a) or (if greater) the amount of any

2 weekly allowance for such training to which he would be

3 entitled under any other Federal law for the training of

4 workers, if he applied for such allowance. Such trade re-
4>

5 adjustment allowance shall be paid in lieu of any training

6 allowance to which the worker would .be entitled under such

7 other Federal law.

8 (c) The amount of trade readjustment allowance pay-

9 able to an adversely affected worker under subsection (a)

10 for any week shall be reduced by any amount of unemploy-

11 ment insurance which he has received or is seeking with

12 respect to such week; but, if the appropriate State or Fed-

13 eral agency finally determines that the worker was not

14 entitled to unemployment insurance with respect to such

15 week, the reduction shall not apply with respect to such

16 week.

17 (d) If unemployment insurance, or a training allow-

18 ance under any Federal law, is paid to an adversely affected

19 worker for any week of unemployment with respect to

20 which he would be entitled (determined without regard

21 to subsection (c) or (e) or to any disqualification under

22 section 236 (c) ) to a trade readjustment allowance if he

23 applied for such allowance, each such week shall be de-

24 ducted from the total number of weeks of trade readjust-

25 ment allowance otherwise payable to him under section
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1 233 (a) when he applies for a trade readjustment allow-

2 ance and is determined to be entitled to such allowance.

3 If the unemployment insurance or the training allowance

4 paid to such worker for any week of unemployment is less
	r-

5 than the amount'of the trade readjustment allowance to

6 which he would be entitled if he applied for such allow-

7 ance, he shall receive, when he applies for a trade read-

8 justment allowance and is determined to be entitled to such

. 9 allowance, a trade readjustment allowance for such week

10 equal to such difference.

11 (e) Whenever, with respect to any week of unem-

12 ployment, the total amount payable to an adversely affected

13 worker as remuneration for services performed during such

14 week, as unemployment insurance, as a training allowance

15 referred to in subsection (d), and as a trade readjustment

16 allowance would exceed—

17 (1) in the case of any such week in the first 26

18 weeks of such allowances, 80 percent of his average

19 . weekly wage (or, if lesser, 130 percent of the average

20 weekly manufacturing wage), or

21 (2) in the case of any subsequent week of such

22 allowances, 75 percent of his average weekly wage (or,

23 if lesser, 130 percent of the average weekly manufac-

24 Hiring wage),
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1 (hen his trade readjustment allowance for such week shall

2 be reduced by the amount of such excess.

3 (f) The amount of any weekly payment to be made

4 under this section which is not a whole dollar amount shall

5 be rounded upward to the next higher whole dollar amount.

6 (g) (1) If unemployment insurance is paid under a

7 State law to an adversely affected worker for a week for

8 which—

9 (A) he receives a trade readjustment allowance,

10 or

11 (B) he makes application for a trade readjust-

12 ment allowance and would be entitled (determined

13 without regard to subsection (c) .or (e) ) to receive

14 such allowance,

15 the State agency making such payment shall, unless it has

16 been reimbursed for such payment under Federal law, be

17 reimbursed from funds the authorization contained in pur-

18 suant to section 245 (b), to the extent such payment does

19 not exceed the amount of the trade readjustment allowance

20 which such worker would have received, or would have been

21 entitled to receive, as the case may be, if he had not received

22 the State payment. The amount of such reimbursement shall

23 be determined by the Secretary on the basis of reports fur-

24 nished to him by the State agency.
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1 (2) In any case in which a State agency is reimbursed

2 under paragraph (1) for payments of unemployment iri-

3 surance made to an adversely affected worker, such pay-

4 ments, and the period of unemployment of such worker for

5 which such payments were made, may be disregarded under

6 the State law (and for purposes of applying section 3303

7 of the Internal Revenue Code of 1954) in determining

8 whether or not an employer is entitled to a reduced rate of

9 contributions permitted by the State law.

10 SEC. 233. TIME LIMITATIONS ON TRADE READJUSTMENT

11 ALLOWANCES.

12 (a) Payment of trade readjustment allowances shall

13 not be made to an adversely affected worker for more than

14 52 weeks, except that, in accordance with regulations pre-

15 scribed by the Secretary—

16 (1) such payiaentsmay be made for not more than

17 26 additional weeks to an adversely affected worker

18 to assist him to complete training approved by the

19 Secretary, or

20 (2) such payments shall be made for not more than

21 13 additional weeks to an adversely affected worker who

22 had reached his 60th birthday on or before the date of

23 total or partial separation.

24 (b) Except for a payment made for an additional week

25 specified in subsection (a), a trade readjustment allowance
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1 shall not be paid for a week of unemployment beginning

2 more than 2 years after the beginning of the appropriate

3 week. A trade readjustment allowance shall not be paid for

4 any additional week specified in subsection (a) if such

5 week begins more than 3 years after the beginning of the

(i appropriate week. The appropriate week for a totally sepa-

7 rated worker is the week of his most recent total separation.

8 The appropriate week for a partially separated worker is

9 the week in respect of which he first receives a trade read-

10 justment allowance following his most recent partial

11 separation.

12 SEC. 234. APPLICATION OF STATE LAWS.

13 Except where inconsistent with the provisions of this

14 chapter and subject to such regulations as the Secretary

15 may prescribe, the availability and disqualification provisions

16 of the State law—

17 (1) under which an adversely affected worker is

18 entitled to unemployment insurance (whether or not he

19 has filed a claim for such insurance), or

20 (2) if he is not so entitled to unemployment insur-

21 ance, of the State in which he was totally or partially

22 separated,.

23 shall apply to any such worker who files a claim for trade

24 readjustment allowances. The State law so determined with

25 respect to a separation of a worker shall remain applicable,
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1 for purposes of the preceding sentence, with respect to such

2 separation until such worker becomes entitled to unemploy-

3 ment insurance under another State law (whether or not he

4 has filed a claim for such insurance).

5 PART II—TRAINING AND RELATED SERVICES

6 SEC. 235. EMPLOYMENT SERVICES.

7 The Secretary shall make every reasonable effort to

8 secure for adversely affected workers covered by a certifica^

9 tion under subchapter A of this chapter counseling, testing,

10 and placement services, and supportive and other services,

11 provided for under any other Federal law. The Secretary

12 shall, whenever appropriate, procure such services through

13 agreements with cooperating State agencies.

14 SEC. 236. TRAINING.

15 (a) If the Secretary determines that there is no suitable

16 employment available for an adversely affected worker

17 covered by a certification under subchapter A of this chapter,

18 but that suitable employment (which may include technical

1 9 and professional employment) would be available if the

20 worker received appropriate training, he may approve such

21 training. Insofar as possible, the Secretary shall .provide or

22 assure the provision of such training through manpower

23 ' programs established by law.

24 (b) The Secretary may, where appropriate, authorize
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1 supplemental assistance necessary to defray transportation

2 and subsistence expenses for separate maintenance when

3 training is provided in facilities which are not within com-

4 muting distance of a worker's regular place of residence. The

5 Secretary shall not authorize payments for subsistence ex-

6 ceeding $5 per day; nor shall he authorize payments for

7 transportation expenses exceeding 10 cents per mile.

8 (c) Any adversely affected worker who, without good

9 cause, refuses to accept or continue, or fails to make satis-

10 factory progress in, suitable training to which he has been

11 referred by the Secretary shall not thereafter be entitled to

12 payments under this chapter until he enters or resumes the

13 training to which he has been so referred.

14 PART III—JOB SEARCH AND RELOCATION

15 ALLOWANCES

16 SEC. 237. JOB SEARCH ALLOWANCES.

17 (a) Any adversely affected worker covered by a cer-

18 tification under subchapter A of this chapter who has been

19 totally separated may file an application with the Secretary

20 for a job search allowance. Such allowance, if granted, shall

21 provide reimbursement to the worker of 80 percent of the

22 cost of his necessary job search expenses as prescribed by

23 regulations of the Secretary; except that such reimbursement

24 may not exceed $500 for any worker.

25 (b) A job search allowance may be granted only—
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1 (1) to assist an adversely affected worker in secur-

2 ing a job within the United States;

3 (2) where the Secretary determines that such

4 worker cannot reasonably be expected to secure suitable

5 employment in the commuting area in which he resides;

6 and

7 (3) where the worker has filed an application for

8 such allowance with the Secretary no later than 1 year

9 after the date of his last total separation before his ap-

10 plication under this chapter.

11 SEC. 238. RELOCATION ALLOWANCES.

12 (a) Any adversely affected worker covered by a certi-

13 fication under subchapter A of this chapter who has been

14 totally separated may file an application with the Secretary

15 for a relocation allowance, subject to the terms and condi-

16 tions of this section.

17 (b) A relocation allowance may be granted only to

18 assist an adversely affected worker in relocating within the

19 United States and only if the Secretary determines that such

20 worker cannot reasonably be expected to secure suitable

21 employment in the commuting area in which he resides

22 and that such worker—

23 (1) has obtained suitable employment affording a

24 reasonable expectation of long-term duration in the

25 area in which he wishes to relocate, or
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1 (2) has obtained a bona fide offer of such employ-

2 ment.

3 (c) A relocation allowance shall not be granted to such

4 worker unless—•

5 (1) for the week in which the application for such

6 allowance is filed, he is entitled to a trade readjustment

7 allowance (determined without regard to section 232

8 (c) and (e) ) or would be so entitled (determined

9 without regard to whether he filed application therefor)

10 but for the fact that he has obtained the employment

11 referred to in subsection (b) (1), and

12 (2) such relocation occurs within a reasonable pe-

13 riod after the filing of such application or (in the case of a

14 worker who has been referred to training by the Secre-

15 tary) within a reasonable period after the conclusion of

16 such training.

17 Under regulations prescribed by the Secretary, a relocation

18 allowance shall not be granted to more than one member of

19 the family with respect to the same relocation.

20 (d) For the purposes of this section, the term "reloca-

21 tion allowance" means—

22 (1) 80 percent of the reasonable and necessary

23 expenses, as specified in regulations prescribed by the

24 Secretary, incurred in transporting a worker and his

25 family, if any, and household effects, and

30-229 O - 74 - 7
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1 (2) a lump sum equivalent to three times the

2 worker's average weekly wage, up to a maximum

3 payment of $500.

4 Subchapter C—General Provisions
5 SEC. 239. AGREEMENTS WITH STATES.

6 (a) The Secretary is authorized on behalf of the United

7 States to enter into an agreement with any State, or with any

8 State agency (referred to in this sufochapter as "cooperating

9 States" and "cooperating State agencies" respectively).

10 Under such an agreement, the cooperating State agency (1)

11 as agent of the United States, will receive applications for,

12 and will provide, payments on the basis provided in this

13 chapter, (2) where appropriate, will afford adversely affected

14 workers who apply for payments under this chapter testing,

15 counseling, referral to training, and placement services, and

16 (3) will otherwise cooperate with the Secretary and with

17 other State and Federal agencies in providing payments and

18 services under this chapter.

19 (b) Each agreement under this subchapter shall pro-

20 vide the terms and conditions upon which the agreement

21 may be amended, suspended, or terminated.

22 (c) Each agreement under this subchapter shall provide

23 that unemployment insurance otherwise payable to any ad-

24 versely affected worker will not be denied or reduced for any

25 week by reason of any right to payments under this chapter.
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1 (d) A determination by a cooperating State agency

2 with respect to entitlement to payments under an agreement

3 is subject to review in the same manner and to the same ex-

4 tent as determinations under the applicable State law and

5 only in that manner and to that extent.

6 SEC. 240. ADMINISTRATION ABSENT STATE AGREEMENT.

7 (a) In any State where there is no agreement in force

8 between a State or its agency under section 239, the Sec-

9 retary shall arrange under regulations prescribed by him for

10 performance of all necessary functions under subchapter B

11 of this chapter, including provision for a fair hearing for any

12 worker whose application for payments is denied.

13 (b) A. final determination under subsection (a) with

14 respect to entitlement to payments under subchapter B of

15 this chapter is subject to review by the courts in the same

16 manner and to the same extent as is provided by section

17 205 (g) of the Social Security Act (42 U.S.C. sec. 405 (g)).

18 SEC. 241. PAYMENTS TO STATES.

19 (a) The Secretary shall from time to time certify to

20 the Secretary of the Treasury for payment to each cooperat-'

21 ing State the sums necessary to enable such State as agent

22 of the United States to make payments provided for by this

23 chapter. The Secretary of the Treasury, prior to audit or:

24 settlement by the General Accounting Office, shall make

25 payment to the State from the Adjustment Assistance Trust
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1 Fund established in section 245 in accordance with such

2 certification. Sums reimbursable to a State pursuant to

3 section 232 (g) shall be credited to the account of such

4 State in the Unemployment Trust Fund and shall be used

5 only for the payment of cash benefits to individuals with

6 respect to their unemployment, exclusive of expenses of

7 administration. - . •

8 (1)) All money paid a State under .this section shall be

9 used solely for the purposes for which it is paid; and money

10 so paid which is not used for such purposes shall be returned,

11 at the time specified in the agreement under this subchapter,

12 to the Secretary of the Treasury and credited to to Adjust-

13 ment Assistance Fund.

14 (c) Any agreement under this subchapter may require

15 any officer or employee of the State certifying payments or'

16 disbursing funds under the agreement or otherwise partici-

17 pating in the performance of the agreement, to give a surety

18 bond to the United States in such amount as the Secretary

19 may deem necessary, and may provide for the payment of

20 the cost of such bond from funds for carrying out the pnr-

21 poses of this chapter.

22 SEC. 242. LIABILITIES OP CERTIFYING AND DISBURSING

23 OFFICERS.

24 (a) No person designated by the Secretary, or dcsig-

25 nated pursuant to an agreement under this subchapter, as a
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1 certifying officer, shall, in the absence of gross negligence or

2 intent to defraud the United States, be liable with respect

3 to any payment certified by him under this chapter.

4 (b) No disbursing officer shall, in the absence of gross

5 negligence or intent to defraud the United States, be liable

6 with respect to any payment by him under this chapter if

7 it was based upon a voucher signed by a certifying officer

8 designated as provided in subsection (a).

9 SEC. 243. RECOVERY OF OVERPAYMENTS.

10 (a) If a cooperating State agency or the Secretary, or

11 a court of competent jurisdiction finds that any person—

12 (1) has made or has caused to be made by

13 another, a false statement or representation of a material

14 fact knowing it to be false, or has knowingly failed or

15 caused another to fail to disclose a material fact; and

16 (2) as a result of such action has received any pay-

17 ment under this chapter to which he was not entitled,'

18 such person shall be liable to repay such amount to the

19 State agency or the Secretary as the case may be, or either

20 may recover such amount by deductions from any sums

21 payable to such person under this chapter. Any such finding :

22 by a State agency or the Secretary may be made only after

23 an opportunity for a fair hearing.

24 (b) Any amount repaid to a State agency under this

25 section shall be deposited into the fund from which pa)rnnent
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1 was made. Any amount repaid to the Secretary under this

2 section shall be returned to the Secretary of the Treasury and

3 credited to the Adjustment Assistance Trust Fund.

4 SEC. 244. PENALTIES.

5 Whoever makes a false statement of a material fact kuow-
6 ing it to be false, or knowingly fails to disclose a material

7 fact, for the purpose of obtaining or increasing for himself
8 or for any other person any payment authorized to be fur-

9 nished under this chapter or pursuant to an agreement under

10 section 239 shall be fined not more than $1,000 or im-
11 prisoned for not more than one year, or both.

12 SEC. 245. CREATION OF TRUST FUND; AUTHORIZATION OF

13 APPROPRIATIONS OUT OF CUSTOMS RECEIPTS.

14 (a) There is hereby established on the books of the

15 Treasury of the United States a trust fund to be known as

16 the "Adjustment Assistance Trust Fund" (referred to in this
17 section as the "Trust Fund"). The Trust Fund shall consist
18 of such amounts as may be deposited in it pursuant to the
19 authorization contained in subsection (b). Amounts in the

20 Trust Fund may be used only to carry out the provisions
21 of this chapter (including administrative costs). The Secre-
22 tary of the Treasury shall be the trustee of the Trust Fund

23 and shall report to the Congress not later than March 1 of

24 each year on the operation and status of the Trust Fund

25 during the preceding fiscal year.
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1 (b) There is hereby authorized to be appropriated to

2 the Trust Fund, out of amounts in the general fund of the

3 Treasury attributable to the collections of customs duties not

4 Otherwise appropriated, for each fiscal year ending after the

5 date of the enactment of this Act, such sums as may be

6 . necessary'to cany out the provisions of this chapter (includ-

7 ing administrative costs).

8 SEC. 246. TRANSITIONAL PROVISIONS.

9 (a) Where a group of workers has been certified as

10 eligible to apply for adjustment assistance under section

11 302 (b) (2) or (c) of the Trade Expansion Act of 1962, any

12 worker who has not had an application for trade readjust-

13 ment allowances under section 322 of that Act approved or

14 denied before the effective date1 of this chapter may apply

15 under section 231 of this Act as if the group certification

16 under which he claims coverage had been made under sub-

17 chapter A of this chapter.

18 (b) In any case where a group of workers or their

19 certified or recognized union or other duly authorized repre-

20 sentative has filed a petition under section 301 (a) (2) of

21 the Trade1 Expansion Act of 1962, more than 4 months

22 before the effective date of this chapter and

23 (1) the Tariff Commission has not rejected such

24 petition before the effective date of this chapter, and

25 (2) The President or his delegate has not issued a
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1 certification under section 302 (c) of that Act to the

2 petitioning group before the effective date of this

3 chapter,

' 4 such group or representative thereof may file a new. petition

5 under section 221 of this Act, not later than 90 days after

6 the effective date of this chapter. For purposes of section

7 223 (b) (1), the date on which such group or representa-

8 tive filed the petition under the Trade Expansion Act of 1962

9 .shall apply. Section 223 (b) (2) shall not apply to workers

10 covered by a certification issued pursuant to a petition meet-

11 ing the requirements of this subsection.

12 (c) A group of workers may file a petition under sec-

13 tion 221 covering weeks of unemployment (as defined in

14 the Trade Expansion Act of 1962) beginning before the

15 effective date of this chapter, or covering such weeks and

*Wfc also weeks of unemployment beginning on or after the ef-

J7 fective date of this chapter.

18 (d) Any worker receiving payments pursuant to this

19 section shall be entitled—

2° (1) for weeks of unemployment (as defined in the

21 Trade Expansion Act of 1962) beginning before the

22 effective date of this chapter, to the rights and privileges

23 provided in chapter 3 of title III of such Act, and

24 (2) for weeks of unemployment beginning on or
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1 after the effective date of this chapter, to the rights arid

2 privileges-provided in this chapter.

3 (e) 'The Tariff Commission shall make available to the

.-.i ^Secretary on request data it has acquired in investigations

,':5. .under section 301 of the Trade Expansion Act of 1962 con- 

- i6::. chttJed within the 2-year period ending on the effective

7 date-of this chapter which did not result in Presidential ac-

8 tion under section 302 (a) (3) or 302 (c) of that Act. .

9 SEC. 247. DEFINITIONS.

10 For purposes of this chapter—

11 (1) The term "adversely affected employment"

12 means .employment in a firm or appropriate subdivision
13 of a firm, if workers of such firm or subdivision are

14 eligible to apply for adjustment assistance under this

15 chapter.

16 (2) The term "adversely affected worker" means

17 an individual who, because of lack of work in adversely

18 affected employment—

19 (A) has been totally or partially separated

20 from such employment, or

21 (B) has been totally separated from employ-

22 ment with the firm in a subdivision of which such

23 adversely affected employment exists.

24 (3) The term "average weekly manufacturing

25 wage" means the national gross average weekly earn-
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1 ings of production workers in manufacturing industries

2 for the latest calendar year (as officially published an-

3 nually 'by the Bureau of Labor Statistics of the Depart-

4 ment of Labor) most recently published before the period

5 for which the assistance under this chapter is furnished.

6 (4) The term "average weekly wage" means one-

7 thirteenth of the total wages paid to an individual in the

8 high quarter. For purposes of this computation, the high

9 quarter shall be that quarter in which the individual's

10 total wages were highest among the first 4 of the last 5

11 completed calendar quarters immediately before the quar-

12 ter in which occurs the week with respect to which the

33 computation is made, Such week shall be the week in

11 which total separation occurred, or, in cases where

^° partial separation is claimed, an appropriate week, as

16 .defined in regulations prescribed by the Secretary.

^ (5) The term "average weekly hours" means the

18 average hours worked by the individual (excluding

19 overtime) in the employment from which he has been

20 or claims to have been separated in the 52 weeks

21 (excluding weeks during which the individual was sick

22 or on vacation) preceding the week specified in the last

23 sentence of paragraph (4).

24 (6) The term "partial separation" means, with



101

	90

1 respect to an individual who has not been totally sepa-

2 rated, that he has had—

3 (A) his hours of work reduced to 80 per-

4 cent or less of his average weekly hours in ad-

5 versely affected employment, and

6 . (B) his wages reduced to 80 percent or less

7 (75 percent in the case of any week after the

8 first 26 weeks in which he is eligible to receive

9 a trade readjustment allowance) of his average

10 weekly wage in such adversely affected employ-

11 ment.

12 (7) The term "remuneration" means wages and

13 net earnings derived from services performed as a self-

34 employed individual.

15 (8) The term "State" includes the District of Co- 

16 lumbia and the Commonwealth of Puerto Eico; and the

17 term "United States" when used in the geographical

18 sense includes such Commonwealth.

19 (9) The term "State agency" means the agency

20 of the State which administers the State law.

21 (10) The term "State law" means the unemploy-

22 ment insurance law of the State approved by the Secre-

23 tary of Labor under section 3304 of the Internal Eeve-

24- nue Code of 1954.
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1 (11) The term "total separation" means the layoff

2 or severance of an individual from employment with a

3 firm in which, or in a subdivision of which, adversely

4 affected employment exists.

5 (12) The term "unemployment insurance" means

6 the unemployment insurance payable to an individual

I under any State law or Federal unemployment insur-

8 ance law, including chapter 85 of title 5, United States

9 Code, and the Eailroad Unemployment Insurance Act.

10 (13) The term "week" means a week as defined in

11 the applicable State law.

12 (14) The term "week of unemployment" means

13 with respect to an individual any week for which his re-

34 muneration for services performed during such week is

15 less than 80 percent (75 percent in the case of any'week

16 after the first 26 weeks in which he is eligible to receive

17 a trade readjustment allowance) of his average weekly

18 wage and in which, because of lack of work—

19 (A) if he has been totally separated, he worked

20 less than the full-time week (excluding overtime) in

21 his current occupation, or

22 (B) if he has been partially separated, he

23 worked 80 percent or less of his average weekly

24 - hours.
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1 SEC. 248. REGULATIONS.

2 The Secretary shall prescribe such regulations as may be

3 necessary to carry out the provisions of this chapter.

4 SEC. 249. EFFECTIVE DATE.

5 This chapter (other than section 250) shall become ef-

6 fective on the 90th day following the date of the enactment of

7 this Act.

8 SEC. 250. COORDINATION.

9 There is hereby established the Adjustment Assistance

10 Coordinating Committee to consist of a Deputy Special Trade

11 Representative as Chairman, and the officials charged with

12 adjustment assistance responsibilities of the Departments of

1.3 Labor and Commerce and the Small Business Administra-

14 tion. It shall be the function of the Committee to coordinate

I*5 the adjustment assistance policies and programs of the various

16 agencies involved and to promote the efficient and effective

1^ delivery of adjustment assistance benefits.

18 CHAPTER 3—ADJUSTMENT ASSISTANCE
19 FOR FIRMS
20 SEC. 251. PETITIONS AND DETERMINATIONS.

21 (a) A petition for a certification of eligibility to apply

22 for adjustment assistance under this chapter may be filed

2;? with the Secretary of Commerce (hereinafter in this chapter

2"1 referred to as the "Secretary") by a firm or its representa-
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1 tive. Upon receipt of the petition, the Secretary

2 promptly publish notice in the Federal Eegister that he has

3 received the petition and initiated an investigation.

4 (b) If the petitioner, or any other person, organization,

5 or group found by the Secretary to have a substantial interest

6 in the proceedings, submits not later than 10 days after the

7 date of the Secretary's publication under subsection (a) a

8 request for a hearing, the Secretary shall provide for a public

9 hearing and afford such interested persons an opportunity

10 to be present, to produce evidence, and to be heard.

11 (c) The Secretary shall certify a firm as eligible to

12 apply for adjustment assistance under this chapter if he

13 determines—

14 (1) that a significant number or proportion of the

15 workers in such firm have become totally or partially

16 separated, or are threatened to become totally or par-

17 tially separated,

18 (2) that sales or production, or both, of such firm

19 have decreased absolutely, and

20 (3) that increases of imports of articles like or

21 directly competitive with articles produced by such firm

22 contributed importantly to such total or partial separa-

23 tion and to such decline in sales or production.

24 (d) A determination shall be made by the Secretary as

25 soon as possible after the date on which the petition is filed
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1 under this section, but in any event not later than 60 days

2 after that date.

3 SEC. 252. APPROVAL OF ADJUSTMENT PROPOSALS.

4 (a) A firm certified under section 251 as eligible to

5 apply for adjustment assistance may, at any time within 2

6 years after the date of such certification, file an application

7 with the Secretary for adjustment assistance under this

8 chapter. Such application shall include a proposal for the

9 economic adjustment of such firm.

10 (b) Adjustment assistance under this chapter consists

11 of technical assistance and financial assistance, which may

12 be furnished singly or in combination. The Secretary shall

13 approve a firm's application for adjustment assistance only

14 if he determines—

15 (1) that the firm has no reasonable access to fin-

16 ancing through the private capital market, and

17 (2) that the firm's adjustment proposal—

18 (A) is reasonably calculated materially to con-

19 tribute to the economic adjustment of the firm,

20 (B) gives adequate consideration to the inter-

21 ests of the workers of such firm, and

22 (C) demonstrates that the firm will make all

23 reasonable efforts to use its own resources for eco-

24 nomic development.

25 (c) In order to assist a firm which has been certified
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1 as eligible to apply for adjustment assistance under this chap-

2 ter in preparing a viable adjustment proposal, tbe Secretary

3 may furnish technical assistance to such firm.

4 (d) Whenever the Secretary determines that any firm

5 no longer requires assistance under this chapter, he shall

6 terminate the certification of eligibility of such firm and

7 promptly have notice of such termination published in the

8 Federal Register. Such termination shall take effect on the

9 termination date specified by the Secretary.

10 SEC. 253. TECHNICAL ASSISTANCE.

11 (a) The technical assistance furnished under this chap-

12 ter shall consist of—

13 (1) assistance to the firm in developing a pro-

14 posal for its economic adjustment,

15 (2) assistance in the implementation of such a

16 proposal, or

J7 (3) both.

18 (b) The Secretary may provide to a firm certified under

19 section 251, on such terms and conditions as he determines

20 to be appropriate, such technical assistance as in his judgment

21 will carry out the purposes of this chapter with respect to

22 such firm.

23 (o) The Secretary shall furnish technical assistance

24 under thif chapter through existing agencies and through

25 private individuals, firms, and institutions. In the case of
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1 assistance furnished through private individuals, firms, and

2 institutions (including private consulting services), the

3 Secretary may share the cost thereof (but not more than 75

4 percent of such cost may be borne by the United States).

5 SEC. 254. FINANCIAL ASSISTANCE.

6 (a) The Secretary may provide to a firm, on such

7 terms and conditions as he determines to be appropri-

8 ate, such financial assistance in the form of direct loans

9 or guarantees of loans as in his judgment will materi-

10 ally contribute to the economic.adjustment of the firm. The

11 assumption of an outstanding indebtedness of the firm, with

12 or without recourse, shall be considered to be the making of

13 a loan for purposes of this section.

14 (b) Loans or guarantees of loans shall be made under

15 this chapter only for the purpose of making funds available

16 to the firm—

17 - (1) for acquisition, construction, installation, mod-
18 ernization, development, conversion, or expansion of

19 land, plant, buildings, equipment, facilities, or machin-

20 ery, or

21 (2) to supply such working capital as may be nec-
22 essary to enable the firm to implement its adjustment

23 proposal.

24 (c) To the extent that loan funds can be obtained from

25 private sources (with or without a guarantee) at the rate

30-229 O - 74 - 8
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1 provided in the first sentence of section 255 (b), no direct

2 loan shall be provided to a firm under this chapter.

3 SEC. 255. CONDITIONS FOR FINANCIAL ASSISTANCE.

4 (a) No financial assistance shall be provided under this

5 chapter unless the Secretary determines—

6 (1) that the funds required are not available from

7 the firm's own resources; and

8 (2) that there is reasonable assurance of repay-

9 ment of the loan.

10 (b) In the case of guaranteed loans,- the guaranteed

11 portion of the loan shall not bear interest at a rate higher

12 than the maximum rate permissible in the case of loans to

13 small businesses which are guaranteed by the Small Busi-

14 ness Administration. The rate of interest on direct loans

15 shall be the prevailing rate authorized for loans to small

16 businesses by the Small Business Administration.

17 (c) The Secretary shall make no loan or guarantee of a

18 loan having a maturity in excess of 25 years, including re-

19 newals and extensions. Such limitation on maturities shall

20 not, however, apply—

21 (1) to securities or obligations received by the See- 

22 retary as claimant in bankruptcy or equitable reorganiza-

23 tion, or as creditor in other proceedings attendant upon

24 insolvency of the obligor, or

25 (2) to an extension or renewal for an additional
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1 period not exceeding 10 years, if the Secretary deter-

2 mines that such extension or renewal is reasonably neces-

3 sary for the orderly liquidation of the loan.

4 (d) In making guarantees of loans, and in making

5 direct loans, the Secretary shall give priority to firms which

6 are small businesses within the meaning of the Small Busi-

7 ness Act (and regulations promulgated thereunder).

8 (e) No loan shall be guaranteed by the Secretary in an

9 amount which exceeds 90 percent of that portion of the

10 loan made for purposes specified in section 254 (b).

11 (f) The Secretary shall maintain operating reserves

12 with respect to anticipated claims under guarantees made

13 under this chapter. Such reserves shall be considered to con-

14 statute obligations for purposes of section 1311 of the Supple-

15 mental Appropriation Act, 1955 (31 U.S.C. 200).

16 (g) (1) The aggregate amount of loans made to any

17 firm which are guaranteed under this chapter and which are

18 outstanding at any time shall not exceed $3,000,000.

19 (2) The aggregate amount of direct loans made to any

20 finn under this chapter which are outstanding at any time

21 shall not exceed $1,000,000.

22 SEC. 256. DELEGATION OF FUNCTIONS TO SMALL BUSI-

23 NESS ADMINISTRATION; AUTHORIZATION OF

24 APPROPRIATIONS.

25 (a) In the case of any firm which is a small business
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1 (within the meaning of the Small Business Act and regula-

2 tions promulgated thereunder), the Secretary may delegate

3 all or any part of his functions under this chapter (other than

4 the functions under section 251 with respect to the cer-

5 tification of eligibility) to the Administrator of the Small

6 Business Administration.

7 (b) There are hereby authorized to be appropriated to

8 the Secretary such sums as may be necessary from time to

9 time to carry out his functions under this chapter in con-

10 nection with furnishing adjustment assistance to firms, which

11 sums are authorized to be appropriated to remain available

12 until expended.

13 SEC. 257. ADMINISTRATION OP FINANCIAL ASSISTANCE.

14 (a) In making and administering guarantees and loans

15 under section 254, the Secretary may—

16 (1) require security for any such guarantee or

17 loan, and enforce, waive, or subordinate such security;

18 (2) assign or sell at public or private sale, or other-

19 wise dispose of, upon such terms and conditions and for

20 such consideration as he shall determine to be feason-

21 able, any evidence of debt, contract, claim, personal

22 property, or security assigned to or held by him in

23 connection with such guarantees or loans, and collect,

24 compromise, and obtain deficiency judgments with re-

25 spect to all obligations assigned to or held by him in



Ill

	100

1 connection with such guarantees or loans until such

2 time as such obligations may be referred to the At-

3 torney General for suit or collection;

4 (3) renovate, improve, modernize, complete, in-

5 sure, rent, sell, or otherwise deal with, upon such terms

6 and conditions and for such consideration as he shall

7 determine to be reasonable, any real or personal prop-

8 erty conveyed to or otherwise acquired by him in con-

9 nection with such guarantees or loans;

10 (4) acquire, hold, transfer, release, or convey any

11 real or personal property or any interest therein when-

12 ever deemed necessary or appropriate, and execute all

13 legal documents for such purposes; and

14 (5) exercise all such other powers and take all such

15 other acts as may be necessary or incidental to the

16 carrying out of functions pursuant to section 254.

17 (b) Any mortgage acquired as security under sub-

18 section (a) shall be recorded under applicable State law.

19 SEC. 258. PROTECTIVE PROVISIONS.

20 (a) Bach recipient of adjustment assistance under this

21 chapter shall keep records which fully disclose the amount

22 and disposition by such recipient of the proceeds, if any,

23 of such adjustment assistance, and which will facilitate an

24 effective audit. The recipient shall also keep such other

25 records as the Secretary may prescribe.
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1 (b) The Secretary and the Comptroller General of

2 the United States shall have access for the purpose of audit

3 and examination to any books, documents, papers, and

4 records of the recipient pertaining to adjustment assistance

5 under this chapter.

6 (c) No adjustment assistance under this chapter shaU

7 be extended to any firm unless the owners, partners, or

8 officers certify to the Secretary—

9 (1) the names of any attorneys, agents, and other

10 persons engaged by or on behalf of the firm for the

11 purpose of expediting applications for such adjustment

12 assistance; and

13 (2) the fees paid or to be paid to any such person.

14 (d) No financial assistance shall be provided to any

15 firm under this chapter unless the owners, partners, or of-

16 ficers shall execute an agreement binding them and the firm

17 for a period of 2 years after such financial assistance is pro-

18 vided, to refrain from employing, tendering any office or

19 employment to, or retaining for professional services any

20 person who, on the date such assistance or any part thereof

21 was provided, or within 1 year prior thereto, shall have

22 served as an officer, attorney, agent, or employee occupying

23 a position or engaging in activities which the Secretary

24 shall have determined involve discretion with respect to the

25 provision of such financial assistance.
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1 SBC. 259. PENALTIES.

2 Whoever makes a false statement of a material fact

3 knowing it to be false, or knowingly fails to disclose a mate-

4 rial fact, or whoever willfully overvalues any security, for

5 the purpose of influencing in any way the action of the

6 Secretary under this chapter, or for the purpose of obtaining

7 money, property, or anything of value under this chapter,

8 shall be fined not more than $5,000 or imprisoned for not

9 more than 2 years, or both.

10 SEC. 260. SUITS.

11 In providing technical and financial assistance under

12 this chapter the Secretary may sue and be sued in any court

13 of record of a State having general jurisdiction or in any

14 United States district court, and jurisdiction is conferred upon

15 such district court to determine such controversies without

16 regard to the amount in controversy; but no attachment, in-

17 junction, garnishment, or other similar process, mesne or

18 final, shall be issued against him or his property. Nothing in

19 this section shall be construed to except the activities pur-

20 suant to sections 253 and 254 from the application of sec-

21 tions 516, 547, and 2679 of title 28 of the United States

22 Code.

23 SEC. 261. DEFINITIONS.

24 For purposes of this chapter, the term "firm" includes

25 an individual proprietorship, partnership, joint venture, assc-
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1 elation, corporation (including a development corpora-

2 tion), business trust, cooperative, trustee in bankruptcy, and

3 receiver under decree of any court. A firm, together with any

4 predecessor or successor firm, or any affiliated firm controlled

5 or substantially beneficially owned by substantially the same

6 persons, may be considered a single firm where necessary

7 to prevent unjustifiable benefits.

8 SEC. 262. REGULATIONS.

9 The Secretary shall prescribe such regulations as may

10 be necessary to carry out the provisions of this chapter.

11 SEC. 263. TRANSITIONAL PROVISIONS.

12 (a) In any case where a firm or its representative has

13 filed a petition with the Tariff Commission under section

14 301 (a) (2) of the Trade Expansion Act of 1962, and the

15 Tariff Commission has not made its determination under sec-

16 tion 301 (c) of that Act before the date of the enactment

17 of this Act, such firm may reapply under the provisions of

18 section 251 of this Act. In order to assist the Secretary in

19 making his determination under such section 251 with respect

20 to such firm, the Tariff Commission shall make available to

21 the Secretary, on request, data it has acquired with respect

22 to its investigation.

23 (b) If, on the date of the enactment of this Act, the

24 President (or his delegate) has not taken action under see-

25 tion 302 (c) of the Trade Expansion Act of 1962 with
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1 respect to a report of the Tariff Commission containing an

2 affirmative finding under section 301 (c) of that Act or a

3 report with respect to which an equal number of Commis-

4 sioners are evenly divided, the Secretary may treat such

5 report as a certification of eligibility made under section 251

6 of this Act on the date of the enactment of this Act.

7 (c) Any certification of eligibility of a firm under sec-

8 tion 302 (c) of the Trade Expansion Act of 1962 made

9 before the date of the enactment of this Act shall be treated

10 as a certification of eligibility made under section 251 of

11 this Act on the date of the enactment of this Act; except

12 that any firm whose adjustment proposal was certified under

13 section 311 of the Trade Expansion Act of 1962 before the

14 date of the enactment of this Act may receive adjustment

15 assistance at the level set forth in such certified proposal.

16 SEC. 264. STUDY BY SECRETARY OF COMMERCE WHEN

17 TARIFF COMMISSION BEGINS INVESTIGATION;

18 ACTION WHERE THERE IS AFFIRMATIVE

19 FINDING.

20 (a) Whenever the Tariff Commission begins an investi-

21 gation under section 201 with respect to an industry, the

22 Tariff Commission shall immediately notify the Secretary of

23 such investigation, and the Secretary shall immediately begin

24 a study of—

25 (1) the number of firms in the domestic industry
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1 producing the like or directly competitive article which

2 have been or are likely to be certified as eligible for

3 adjustment assistance, and

4 (2) the extent to which the orderly adjustment of

5 such firms to the import competition may be facilitated

6 through the use of existing programs.

7 (b) The report of the Secretary of the study under sub-

8 section (a) shall be made to the President not later than

9 15 days after the day on which the Tariff Commission makes

10 its report under section 201. Upon making its report to the

11 President, the Secretary shall also promptly make it public

12 (with the exception of information which the Secretary

13 determines to be confidential) and shall have a summary

14 of it published in the Federal Register.

15 (c) Whenever the Tariff Commission makes an affirma-

16 tive finding under section 201 (b) that increased imports

17 are a substantial cause of serious injury or threat there-

18 of with respect to an industry, the Secretary shall make

19 availnble, to the extent feasible, full information to the firms

20 in such industry about programs which may facilitate the

21 orderly adjustment to import competition of such firms, and

22 he shall provide assistance in the preparation and processing

23 of petitions and applications of such firms for program bene-

24 fits,
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1 TITLE III—RELIEF FROM UNFAIR
2 TRADE PRACTICES
3 CHAPTER 1—FOREIGN IMPORT RESTRIC-
4 TIONS AND EXPORT SUBSIDIES
5 SEC. 301. RESPONSES TO CERTAIN TRADE PRACTICES OP

6 FOREIGN GOVERNMENTS.

1 (a) Whenever the President determines that a foreign

8 country or instrumentality—

9 (1) maintains unjustifiable or unreasonable tariff

10 or other import restrictions which impair the value of

11 trade commitments made to the United States or which

12 burden, restrict, or discriminate against United States

13 commerce,

14 (2) engages in discriminatory or other acts or

15 policies which are unjustifiable or unreasonable and

16 which burden or restrict United States commerce, or

17 (3) provides subsidies (or other incentives having

18 the effect of subsidies) on its exports of one or more

19 products to the United States or to other foreign mar-

20 kets which have the effect of substantially reducing sales

21 of the competitive United States product or products in

22 the United States or in those other foreign markets,

23 the President shall take all appropriate and feasible steps

24 within his power to obtain the elimination of such restric-

25 tions or subsidies, and he—
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1 (A) may suspend, withdraw, or prevent the appli-

2 cation of, or may refrain from proclaiming, benefits of

3 trade agreement concessions to carry out a trade agree-

4 ment with such country or instrumentality; and

5 (B) may impose duties or other import restrictions

6 on the products of such foreign country or instrumentality

7 for such tune as he deems appropriate.

8 (b) In determining what action to take under subsection

9 (a), the President shall consider the relationship of such

10 action to the international obligations of the United States

11 and to the purposes stated in section 2. Any action taken

12 under subsection (a) may be on a nondiscriminatory treat-

13 ment basis or otherwise; except that, in the case of a restric-'

14 tion, act., policy, or practice of any foreign country or instru-

15 mentality which is unreasonable but not unjustifiable, the

16 action taken under subsection (a) shall be taken only with

17 respect to such country or instrumentality.

18 (c) The President in making a determination under

19 this section, may take action under subsection (a) (3)

20 with respect to the exports of a product to the United

21 States by a foreign country or instrumentality if—

22 (1) the Secretary of the Treasury has found that

23 such country or instrumentality provides subsidies (or

24 other incentives having the effect of subsidies) on such

25 exports;

26 (2) the Tariff Commission has found that such
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1 exports to the United States have the effect of substan-

2 tially reducing sales of the competitive United States

3 product or products in the United States; and

4 (3) the President finds that the Antidumping

5 Act, 1921, and section 303 of the Tariff Act of 1930

6 are inadequate to deter such practices.
7 (d) The President shall provide an opportunity for the

8 presentation of views concerning the import restrictions,

9 acts, policies, or practices referred to in paragraph (1), (2),

10 or (3) of subsection (a). Upon request by any interested

11 person, the President shall provide for appropriate public

12 hearings with respect to such restrictions, acts, policies, or

13 practices after reasonable notice, and he shall provide for

14 the issuance of regulations concerning the conduct of hear-

15 ings under this subsection and subsection (e).

16 (e) Before the President takes any action under sub-

17 section (a) with respect to the import treatment of any

18 product—

19 (1) he shall provide an opportunity for the pres-

20 entation of views concerning the taking of action with

21 respect to such product,

22 (2) upon request by any interested person, he

23 shall provide for appropriate public hearings with re-

24 spect to the taking of action with respect to such prod-

25 uct, and

26 (3) he may request the Tariff Commission for its
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1 views as to the probable impact on the economy of the

2 United States of the taking of action with respect to

3 such product.

4 SEC. 302. PROCEDURE FOR CONGRESSIONAL DISAPPROVAL

5 OF CERTAIN ACTIONS TAKEN UNDER SEC-

6 TION 301.

7 (a) Whenever the President takes any action under

8 subparagraph (A) or (B) of section 301 (a), he shall

9 promptly transmit to the House of Representatives and to

10 the Senate a document setting forth the action which he has

11 so taken, together with his reasons therefor.

12 (b) If, before the close of the 90-day period beginning

13 on the day on which the copy of the document referred to in

14 subsection (a) is delivered to the House of Representatives

15 and to the Senate, either the House of Representatives or the

16 Senate adopts,' by an affirmative vote of a majority of those

17 present and voting in that House, a resolution of disapproval

18 under the procedures set forth in section 151, then such

19 action under section 301 (a) shall have no force and effect

20 beginning with the day after the date of the adoption of such

21 resolution of disapproval.

22 CHAPTER 2—ANTIDUMPING DUTIES
23 SEC. 321. AMENDMENTS TO THE ANTIDUMPING ACT OF

24 mi.

25 ($) Section 201 (b) of the Antidumping Act, 1921 (19

26 U.S.C. sec. 160 (b)), is amended to read as follows:
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1 " (b) In the case of any imported merchandise of a class

2 or kind as to which the Secretary has not so made public a

3 finding, he shall, within six months, or in more complicated

4 investigations within nine months, after the question of dump-

5 ing was raised by or presented to him or any person to whom

6 authority under this section has been delegated—

7 " (1) determine whether there is reason to believe

8 or suspect, from the invoice or other papers or from

9 information presented to him or to any other person to

10 whom authority under this section has been delegated,

11 that the purchase price is less, or that the exporter's

12 sales price is less or likely to be less, than the foreign

13 market value (or, in the absence of such value, than

14 the constructed value) ; and

15 "(2) if his determination is affirmative, publish a

16 notice of that fact in the Federal Register, and require,

1^ under such regulations as he may prescribe, the with-

18 holding of appraisement as to such merchandise entered,

19 or withdrawn from warehouse for consumption, on or

20 after the date of publication of that notice in the Federal

21 Register (unless the Secretary determines that the with-

22 holding should be made effective as of an earlier date not

23 more than one hundred and twenty days before the ques-

24 tion of dumping was raised by or presented to him or any

25 person to whom authority under this section has been

26 delegated, in which case the effective date of the with-
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1 holding shall be such earlier date), until the further order

2 of the Secretary, or until the Secretary has made public

3 a finding as provided for in subsection (a) in regard to

4 such merchandise; or

5 "(3) if his determination is negative (or if he

6 tentatively determines that the investigation should be dis-

7 continued), publish notice of that fact in the Federal

8 R«gister, but the Secretary may within three months

9 thereafter order the withholding of appraisement if he

10 then has reason to believe or suspect, from the invoice or

11 other papers or from information presented to him or to

12 any other person to whom authority under this section

13 has been delegated, that the purchase price is less, or that

14 the exporter's sales price is less or likely to be less, than

15 the foreign market value (or, in the absence of such

16 value, than the constructed value) and such order of

17 withholding of appraisement shall be subject to the pro-

18 visions of paragraph (2). If no withholding of appraise-

19 ment is ordered within such three-month period, the

20 Secretary shall, not later than the close.of such period,

21 issue a determination terminating or discontinuing the

22 investigation.

23 For purposes of this subsection, the question of dumping shall

24 be deemed to have been raised or presented on the date on

25 which a notice is published in the Federal Register that

26 information relative to dumping has been received in accord-
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1 ance with regulations prescribed by the Secretary."

2 (b) Section 201 (c) of the Antidumping Act, 1921 (19

3 U.S.C. sec. 160 (c)), is amended to read as follows:

4 "(c) (1) Before making any determination pursuant to

5 subsection (a) of this section, the Secretary or the Tariff

6 Commission, as the case may be, shall conduct a hearing at

7 which—

8 " (A) any foreign manufacturer or exporter or

9 domestic importer of the foreign merchandise in question

10 shall have the right to appear by counsel or in person;
11 and

12 " (B) any other person, firm, or corporation may

13 make application and, upon good cause shown, may be

14 allowed by the Secretary or the Tariff Commission, as

15 the case may be, to intervene and appear at such hearing

16 by counsel or in person.

17 "(2) The Secretary, upon determining whether for-

18 eign merchandise is being, or is likely to be, sold in the

19 United States at less than its fair value, and the Tariff

20 Commission, upon making its determination under subsec-

21 tion (a), shall publish in the Federal Register such deter-

22 mination, whether affirmative or negative, together with a

23 statement of findings and conclusions, and the reasons or

24 bases therefor, on all the material issues of fact or law pre-

25 sented.

26 " (3) The hearings provided for under this section shall
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1 be exempt from sections 554, 555, 556, 557, and 702 of

2 title 5 of the United States Code. The transcript of any

3 hearing, together with all information developed in connec-

4 tion with the investigation (other than items to which confi-

5 dential treatment has been granted by the Secretary or the

6 Tariff Commission, as the case may be), shall be made

7 available in the manner and to the extent provided in section

8 552 (b) of such title 5."

9 (c) Section 203 of the Antidumping Act, 1921 (19

10 U.S.C. sec. 162), is amended to read as follows:

11 "PURCHASE PBICB

12 "SBC. 203. For the purposes of this title, the purchase

13 price of imported merchandise shall be the price at which

14 such merchandise has been purchased or agreed to be pur-

15 chased, prior to the time of exportation, by the person by

16 whom or for whose account the merchandise is imported,

17 plus, when not included in such price, the cost of all con-

18 tamers and coverings and all other costs, charges, and ex-

19 penses incident to placing the merchandise in condition,

20 packed ready for shipment to the United States, less the

21 amount, if any, included in such price, attributable to any

22 additional costs, charges, and expenses, and United States

23 import duties, incident to bringing the merchandise from the

24 place of shipment in the country of exportation to the place

25 of delivery in the United States; and less the amount, if in-

26 eluded in such price, of any export tax imposed by the coun-
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1 try of exportation on the .exportation of the merchandise to

2 the United States; and plus the amount of any import duties

3 : imposed by the country of exportation which have been re-

4 bated, or which have not been collected, by reason of the

5 exportation of the merchandise to the United States; and

6 plus the amount of any taxes imposed in the country of ex-

7 portation directly upon the exported merchandise or compo-

8 nents thereof, which have been rebated, or which have not

9 been collected, by reason of the exportation of the merchan-

10 disc to the United States, but only to the extent that such

11 taxes are added to or included in the price of such or similar

12 merchandise when sold in the country of exportation; and

13 plus the amount of any taxes rebated or not collected, by

14 reason of the exportation of the merchandise to the United

15 States, which rebate or noncollection has been determined

16 by the Secretary to be a bounty or grant within the meaning

17 of section 303 of the Tariff Act of 1930."

18 (d) Section 204 of the Antidumping Act, 1921 (19

19 . U.S.C. sec. 163), is amended to read as follows:

20 "EXPORTER'S SALES PRICE

21 "SEC. 204. For the purposes of this title, the exporter's

22 sale price of imported merchandise shall be the price at which

23 such merchandise is sold or agreed to be sold in the United

24 States, before or after the time of importation, by or for the

25 account of the exporter, plus, when not included in such

26 price, the cost of all containers and coverings and all other
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1 costs, charges, and expenses incident to placing the mer-
2 chandise in condition, packed ready for shipment to the
3 United States, less (1) the amount, if any, included in such
4 price, attributable to any additional costs, charges, and ex-
5 penses, and United States import duties, incident to bringing
6 the merchandise from the place of shipment in the country
7 of exportation to the place of delivery in the United States,
8 (2) the amount of the commissions, if any, for selling in the
9 United States the particular merchandise under considera-

10 tion, (3) an amount equal to the expenses, if any, generally
11 incurred by or for the account of the exporter in the United
12 States in selling identical or substantially identical merchan-
13 dise, (4) the amount of any export tax imposed by the
14 country of exportation on the exportation of the merchandise
15 to the United States, and (5) the amount of any increased
16 value, including additional material and labor, resulting from
17 a process of manufacture or assembly performed on the
18 imported merchandise after the importation of the mer-
19 chandise and before its sale to a person who is not the
20 exporter of the merchandise within the meaning of section

21 207; and plus the amount of any import duties imposed

22 by the country of exportation which have been rebated, or

23 which have not been collected, by reason of the exportation

24 of the merchandise to the United States; and plus the amount

25 of any taxes imposed in the country of exportation directly

26 upon the exported merchandise or components thereof, which
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1 have been rebated, or which have not been collected, by

2 reason of the exportation of the merchandise to the United

3 States, but only to the extent that such taxes are added to

4 or included in the price of such or similar merchandise when

5 sold in the country of exportation; and plus the amount of

6 any taxes rebated, or not collected, by reason of the exporta-

7 tion of the merchandise to the United States, which rebate

8 or noncollcction has been determined by the Secretary to be

9 a bounty or grant within the meaning of section 303 of the

10 Tariff Act of 1930."

11 (e) Section 205 of the Antidumping Act, 1921 (19

12 U.S.C. sec 164), is amended by adding " (a) " immediately

13 before the word "For", and by adding at the end thereof the

14 following new subsections:

15 " (b) Whenever the Secretary has reasonable grounds

16 to believe or suspect that sales in the home market of the

17 country of exportation, or, as appropriate, to countries other

18 than the United States, have been made at prices which rep-

19 resent less than the cost of producing the merchandise in

20 question, he shall determine whether, in fact, such sales

21 were made at less than the cost of producing the merchandise.

22 If the Secretary determines that sales made at less than cost

23 of production (1) have been made over an extended period

24 of time and in substantial quantities, and (2) are not at prices

25 which permit recovery of all costs within a reasonable period

26 of time in the normal course of trade, such sales shall be dis-
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1 regarded in the determination of foreign market value. When-

2 ever sales are disregarded by virtue of having been made at

3 . less than the cost of production and the remaining sales, made

4 at not less than cost of production, are determined to be in-

5 adequate as a basis for the determination of foreign market

6 value, the Secretary shall determine that no foreign market

7 value exists and employ the constructed value of the merchan-

8 disc in question.

9 " (c) If available information indicates to the Secretary

10 that the economy of the country from which the merchandise

11 is exported is state-controlled to an extent that sales or

12 offers of sales of such or similar merchandise in that coun-

13 try or to countries other than the United States do not

14 permit a determination of foreign market value under sub-

15 section (a), the Secretary shall determine the foreign

16 market value of the merchandise on the basis of the normal

17 costs, expenses, and profits as reflected by either—

18 "(1) the prices, determined in accordance with sub-

19 section (a) and section 202, at which such or similar

20 merchandise of a non-state-controlled-economy country

21 or countries is sold either (A) for consumption in the

22 home market of that country or countries, or (B) to

23 other countries, including the United States; or

24 "(2) the constructed value of such or similar mer-

25 chandise in a non-state-controlled-economy country or

26 countries as determined under, sjectionv296."
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1 (f) Section 213(3) of the Antidumping Act, 1921 (19

2 U.S.C. sec. 170a(3) ), is amended by striking out subpara-

3 graphs (B), (D), and (F), and by redesignating subpara-

4 graphs (C) and (E) as subparagraphs (B) and (0), re-

5 spectively.

6 (g) (1) The amendments made by subsections (a) and

7 (b) of this section shall apply with respect to all questions

8 of dumping raised or presented on or after the date of the

9 enactment of this Act.

10 (2) The amendments made by subsections (c) through

11 (f) of this section shall apply with respect to all merchandise

12 which is not appraised on or before the date1 of the enact-

13 ment of this Act; except that such amendments shall not

14 . apply with respect to any merchandise which—

15 (A) was exported from the country of exportation

16 before such !date of the enactment, and

17 (B) is subject to a finding under the Antidumping

18 Act, 1921, which (i) is outstanding on such date of

19 enactment, or (ii) was revoked on or before such date

20 of enactment but is still applicable to such merchandise.

21 CHAPTER 3—COUNTERVAILING DUTIES
22 SEC. 331. AMENDMENTS TO SECTIONS 303 AND 516 OF THE

23 TARIFF ACT OF 1930.

24 (a) Section 303 of the Tariff Act of 1930 (19 U.S.G.

25 sec. 1303) is amended to read as follows:
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1 "SEC. 303. COUNTERVAILING DUTIES.

2 " (a) LEVY OF COUNTERVAILING DUTIES.— (1) When-

3 ever any country, dependency, colony, province, or other

4 political subdivision of government, person, partnership, as-

5 sociation, cartel, or corporation, shall pay or bestow, directly

6 or indirectly, any bounty or grant upon the manufacture

7 or production or export of any article or merchandise monu-

8 factured or produced in such country, dependency, colony,

9 province, or other political subdivision of government, then

10 upon the importation of such article or merchandise into

11 the United States, whether the same shall be imported di-

12 rectly from the country of production or otherwise, and

13 whether such article or merchandise is imported in the same

14 condition as when exported from the country of production

15 or has been changed in condition by remanufacture or other-

16 wise, there shall be levied and paid, in all such cases, in

17 addition to any duties otherwise imposed, a duty equal to

18 the net amount of such bounty or grant, however the same

19 be paid or bestowed. The Secretary of the Treasury shall

20 determine within twelve months after the date on which the

21 question is presented to him whether any bounty or grant

22 is-being paid or bestowed.

23 " (2) In the case of any imported article or merchandise

24 which is free of duty, duties may be imposed under this sec-

25 tion only if there is an affirmative determination by the Tariff
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1 Commission under subsection (b) (1) ; except that such a

2 Tariff Commission determination shall be required only for

3 such time as a determination of injury is required by the

4 international obligations of the United States.

5 " (3) The Secretary of the Treasury shall from time to

6 time ascertain and determine, or estimate, the net amount

7 of each such bounty or grant, and shall declare the net

8 amount so determined or estimated.

9 " (4) Whenever, in the case of any imported article or

10 merchandise as to which the Secretary has not determined

11 whether a bounty or grant is being paid or bestowed, the

12 Secretary concludes, from information presented to him or

13 to any person to whom authority under this section has

14 been delegated, that a formal investigation into the question

15 of whether a bounty or grant is being paid or bestowed is

16 warranted, he shall forthwith publish notice of the initiation

17 of such an investigation in the Federal Register. The date

18 of publication of such notice shall be considered the date on

19 which the question is presented to the Secretary within the

20 meaning of subsection (a) (1).

21 " (5) The Secretary of the Treasury shall make all

22 regulations he may deem necessary for the identification of

23 such articles and merchandise and for the assessment and

24 collection of the duties under this section. All determina-

25 tions by the Secretary under this section, and all determina-
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1 tions by the Tariff Commission under subsection (b) (1)

2 (whether affirmative or negative), shall be published in the

3 Federal Register.

4 " (b) INJURY DETERMINATIONS WITH RESPECT TO
5 DUTY-FREE MERCHANDISE; SUSPENSION OF LIQUIDA-

6 TION.— (1) Whenever the Secretary of the Treasury has

7 determined under subsection (a) that a bounty or grant is

8 being paid or bestowed with respect to any article or mer-

9 chandise which is free of duty, he shall—

10 " (A) so advise the United States Tariff Commis-

11 sion, and the Commission shall determine within three

12 months thereafter, and after such investigation as it

13 deems necessary, whether an industry in the United

14 States is being or is likely to be injured, or is prevented

15 from being established, by reason of the importation of

16 such article or merchandise into the United States; and

17 the Commission shall notify the Secretary of its deter-

18 mination; and

19 " (B) require, under such regulations as he may

20 prescribe, the suspension of liquidation as to such article

21 or merchandise entered, or withdrawn from warehouse,

22 for consumption, on or after the thirtieth day after the

23 date of the publication in the Federal Register of his de-

24 termination under subsection (a) (1), and such suspen-

25 sion of liquidation shall continue until the further order
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1 of the Secretary or until he has made public an order as

2 provided for in paragraph (3) of this subsection.

3 "(2) For the purposes of this subsection, the Tariff

4 Commission shall be deemed to have made an affirmative de-

5 termination if the Commissioners of such Commission voting

6 are evenly divided as to whether its determination should be

7 in the affirmative or in the negative.

8 "(3) If the determination of the Tariff Commission

9 under paragraph (1) (A) is in the affirmative, the Secre-

10 tary shall make public an order directing the assessment and

11 collection of duties in the amount of such bounty or grant as

12 is from time to time ascertained and determined, or esti-

13 mated, under subsection (a).

14 " (c) APPLICATION OP AFFIRMATIVE DETERMINA-

15 TION.—An affirmative determination by the Secretary of

16 the Treasury under subsection (a) (1) with respect to any

17 imported article or merchandise shall apply with respect

18 to articles entered, or withdrawn from warehouse, for con-

19 sumption on or after the thirtieth day after the date of the

20 publication in the Federal Register of such determination.

21 In the case of any imported article or merchandise which

22 is free of duty, so long as a finding of injury is required by

23 the international obligations of the United States, the pre-

24 ceding sentence shall apply only if the Tariff Commission
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1 makes an affirmative determination of injury under subsec-

2 tion (b) (1).

3 " (d) ARTICLES SUBJECT TO QUANTITATIVE LIMITA-

4. TIONS.—Whenever the Secretary determines, after seeking

5 information and advice from such agencies as he may deem

6 appropriate, that any article is subject to a quantitative limi-

7 tation imposed by the United States on its importation into,

8 or subject to an effective quantitative limitation on its ex-

9 portation to, the United States and that such quantitative

10 limitation is an adequate substitute for the imposition of a

11 duty under this section, the imposition of an additional duty

12 under this section shall not be required.

13 "(e) TEMPORARY PROVISION WHILE NEGOTIATIONS

14: ARE IN PROCESS.—If, after seeking information and advice

15 from such agencies as he may deem appropriate, the Secre-

16 tary determines, at any time before the day which is four

17 years after the date of the enactment of this subsection, that

18 the imposition of an additional duty under this section with

19 respect to any article would be likely to seriously jeopardize

20 the satisfactory completion of the negotiations contem-

21 plated by sections 101 and 102 of the Trade Eeform Act of

22 1973, the imposition of such additional duty under this sec-

23 tion with respect to such article shall not be required. In

24 the case of a question presented on or after the day which

25 is one year after the date of the enactment of this Act, this
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1 subsection shall not apply with respect to any article which

2 is the product of facilities owned or controlled by a devel-

3 oped country if the investment in, or the operation of, such

4 facilities, is subsidized."

5 (b) Section 516 of the Tariff Act of 1930 (19 U.S.C.

6 sec. 1516) is amended to read as follows:

7 "SEC. 516. PETITIONS BY AMERICAN MANUFACTURERS,

8 PRODUCERS, OR WHOLESALERS.

9 " (a) The Secretary shall, upon written request by an

10 American manufacturer, producer, or wholesaler, furnish the

11 classification, the rate of duty, and the additional duty de-

12 scribed in section 303 of this Act (hereinafter in this section

13 referred to as 'countervailing duties'), if any, imposed upon

14 designated imported merchandise of a class or kind manu-

15 factured, produced, or sold at wholesale by him. If such

16 manufacturer, producer, or wholesaler believes that the ap-

17 praised value is too low, that the classification is not correct,

18 that the proper rate of duty is not being assessed, or that

19 countervailing duties should be assessed, he may file a peti-

20 tion with the Secretary setting forth (1) a description of

21 the merchandise, (2) the appraised value, the classification,

22 or the rate or rates of duty that he believes proper, and (3)

23 the reasons for his belief including, in appropriate instances,

24 the reasons for his belief that countervailing duties should be

25 assessed.
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1 " (b) If, after receipt and consideration of a petition

2 filed by an American manufacturer, producer, or whole-

3 saler, the Secretary decides that the appraised value of the

4 merchandise is too low, that the classification of the article

5 or rate of duty assessed thereon is not correct, or that coun-

6 tervailing duties should be assessed, he. shall determine the

7 proper appraised value or classification, rate of duty, or

8 countervailing duties, and shall notify the petitioner of his

9 determination. Except for countervailing duty purposes, all

10 such merchandise entered for consumption or withdrawn

11 from warehouse for consumption more than thirty days after

12 the date such notice to the petitioner is published in the

13 weekly Customs Bulletin shall be appraised or classified

14 or assessed as to rate of duty in accordance with the Secre-

15 tary's determination. For countervailing duty purposes, the

l(j procedures set forth in section 303 shall apply.

17 "(c) If the Secretary decides that the appraised value

18 or classification of the articles or the rate of duty with

19 respect to which a petition was filed pursuant to subsection

20 (a) is correct, or that countervailing duties should not be

21 assessed, he shall so inform the petitioner. If dissatisfied with

22 the decision of the Secretary, the petitioner may file with

03 the Secretary, not later than thirty days after the date of

24 the decision, notice that he desires to contest the appraised

25 value or classification of, or rate of duty assessed upon or
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1 the failure to assess countervailing duties upon, the merchan-

2 disc. Upon receipt of notice from the petitioner, the Secre-

3 tary shall cause publication to be made of his decision as to

4 the proper appraised value or classification or rate of duty

5 or that countervailing duties should not be assessed and of

(i the petitioner's desire to contest, and shall thereafter furnish

7 the petitioner with such information as to the entries and con-

8 signees of such merchandise, entered after the publication

9 of the decision of the Secretary at such ports of entry desig-

10 nated by the petitioner in his notice of desire to contest, as

11 will enable the petitioner to contest the appraised value or

12 classification of, or rate of duty imposed upon or failure to

13 assess countervailing duties upon, such merchandise in the

14 liquidation of one such entry at such port. The Secretary

15 shall direct the appropriate customs officer at such ports to

1C notify the petitioner by mail immediately when the first of

17 such entries is liquidated."

18 (c) (1) Except as provided in paragraph (2), the

19 amendments made by subsection (a) shall take effect on

20 the date of the enactment of this Act.

21 (2) The last sentence of section 303 (a) (1) of the

22 Tariff Act of 1930 (as added by subsection (a) of this

23 section) shall apply only with respect to questions presented

24 on or after the date of the enactment of this Act.

25 (3) Any article which is.entered or withdrawn from
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1 warehouse free of duty as a result of action taken under title

2 V of this Act shall be considered a nondurable article for

3 purposes of section 303 of the Tariff Act of 1930, as amended

4 (19U.S.C.sec. 1303).

5 CHAPTER 4—UNFAIR IMPORT PRACTICES
(j SEC. 341. AMENDMENTS TO SECTION 337 OF THE TARIFF

7 ACT OF 1930.

8 (a) Section 337 of the Tariff Act of 1930 (19 U.S.C.

9 sec. 1337) is amended by rcdcsigiiating subsection (h) as

10 subsection (i) and by inserting immediately after subsec-

11 tion (g) the following new subsection:

12 " (h) UNITED STATUS PATENTS.—The foregoing pro-

13 visions of subsections (c) through (g) do not apply with

It respect to alleged unfair methods of competition .and unfair

15 acts based upon the claims of United States letters patent.

16 Such alleged violations shall be dealt with by the commis-

17 sion as hereinafter provided:

18 " (1) Whenever the commission has reason to be-

19 lieve from the evidence in its possession that any article

20 entered into the United States in violation of this section

21 would, in the absence of exclusion, result in immediate

22 and substantial harm, the Secretary of the Treasury

23 shall, upon the commission's order in writing, exclude

24 such articles from entry until an investigation by the

25 commission may be completed; except that such articles
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1 shall he entitled to entry under hond prescribed by the

2 Secretary.

3 "(2) Whenever the existence of any such unfair

4 method or act shall be established to the satisfaction of

5 the commission, the commission shall order that the ar-

6 tides concerned in such unfair methods or acts, imported

7 by any person violating the provisions of this section, shall

8 be excluded from entry into the United States, and upon

9 information of such action by the commission, the Sccre-

10 tary of the Treasury shall, through the proper officers,

11 refuse such entry. The decision of the commission shall

12 he final.

13 "(3) Any refusal of entry under this section shall

34 continue in effect until the commission shall find and in-

15 struct the Secretary of the Treasury that the conditions

16 which led to such refusal of entry no longer exist.

1' " (4) Any order entered pursuant to this subsection

18 shall be made on the record after opportunity for a full

19 hearing, including the opportunity to present legal de-

20 fenses. Any person adversely affected by an action of the

21 commission or refusal of the commission to act shall have

22 the right to seek judicial review in the United States

23 Court of Customs and Patent Appeals within such time

2^ after said action is made and in such manner as appeals

30-229 O - 74 - 10
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1 may be taken from decisions of the United States Cus-

2 toms Court."

3 (b) Subsection (a) of such section 337 is amended by

4 striking out "by the President".

5 (c) : Subsection (b) of such section 337 is amended by

6 striking out "To assist the President in making any decisions

7 under this section the" and inserting in lieu thereof "The".

s TITLE IV—TRADE RELATIONS WITH
9 COUNTRIES NOT ENJOYING

10 NONDISCRIMINATORY TREAT-
11 MENT
12 SEC. 401. EXCEPTION OF THE PRODUCTS OF CERTAIN

13 COUNTRIES OR AREAS.

1^ Except as otherwise provided in this title, the President

15 shall continue to deny nondiscriminatory treatment to the

16 products of any country, the products of which were not

1^ eligible for column 1 tariff treatment on the date of the

18 enactment of this Act.

19 SEC. 402. FREEDOM OF EMIGRATION IN EAST-WEST TRADE.

20 (a) To assure the continued dedication of the United

21 States to fundamental human rights, and notwithstanding

22 any other provision of law, on or after the date of the enact-

23 ment of this Act products from any nonmarket economy

24 country shall not be eligible to receive nondiscriminatory

25 treatment (most-favored-nation treatment), such country
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1 shall not participate in any program of the Government of

2 the United States which extends credits or credit guarantees

3 or investment guarantees, directly or indirectly, and the

4 President of the United States shall not conclude any com-

5 mercial agreement with any such country, during the period

6 beginning with the date on which the President determines

7 that such country—

8 (1) denies its citizens the right or opportunity to

9 emigrate;

10 (2) imposes more than a nominal tax on emigra-

11 tion or on the visas or other documents required for

12 emigration, for any purpose or cause whatsoever; or

13 (3) imposes more than a nominal tax, levy, fine,

14 fee, or other charge on any citizen as a consequence

15 of the desire of such citizen to emigrate to the country

16 of his choice,

17 and ending on the date on which the President determines

18 that such country is no longer in violation of paragraph (1),

19 (2), or (3).

20 (b) After the date of the enactment of this Act, (A)

21 products of a nonmnrket economy country may be eligible

22 to receive nondiscriminatory treatment (most-favored-nation

23 treatment), (B) such country may participate in any pro-

24 gram of the Government of the United States which extends

25 credits or credit guarantees or investment guarantees,
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1; and (0) the President may conclude a commercial 
2! agreement with such country, only after the President
3 1ms submitted to the Congress a report indicating that such
4 country is not in violation of paragraph (1), (2), or (3)
5 of subsection (a). Such report with respect to such countryi
6 j shall include information as to the nature and implcmcntalion i
7 of emigration laws and policies and restrictions or discrim-
8 ination applied to or against persons wishing to emigrate.
9 The report required by this subsection shall be submitted

10 initially as provided herein arid, with current information, on
11 or before each June 30 and December 31 thereafter so
12 ; long as such treatment received, such credits or guarantees
13 i extended, or such agreement is in effect.
14 (c) This section shall not apply to any country the
15 products of which are eligible for column 1 tariff treatment
16 on the date of the enactment of this Act.
17 SEC. 403. EXTENSION OP NONDISCRIMINATORY TREAT- 

18 • MENT.

19 (a) The President may by proclamation extend nondis-
20 criminatory treatment to the products of a foreign country
21 which—

22 , (1) has entered into a bilateral commercial agree-
23 ment referred to in section 404, or

24 (2) has become a party to an appropriate multi-
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1 lateral trade agreement to which the United States is

2 also a party.

3 No such proclamation may take effect before the close of the

4 applicable 90-day period referred to in section 406 (c).

5 (b) The application of nondiscriminatory treatment

6 shall be limited to the period of effectiveness of the obliga-

7 tions of the United States to such country under such bi-

8 lateral commercial agreement or multilateral agreement. In

9 addition, in the case of any foreign country receiving non-

10 discriminatory treatment pursuant to this title, which has en-

11 tered into an agreement with the United States regarding

12 the settlement of lend-lease reciprocal aid and claims, the

13 application of such nondiscriminatory treatment shall be lim-

14 ited to periods during which such country is not in arrears

15 on its obligations under such agreement.

16 (c) The President may at any time suspend or with-

17 draw any extension of nondiscriminatory treatment to any

18 country pursuant to subsection (a), and thereby cause all

19 products of such country to be dutiable at the column 2 rate.

20 SEC. 404. AUTHORITY TO ENTER INTO COMMERCIAL

21 AGREEMENTS.

22 (a) Subject to the provisions of subsections (b) and

23 (d) of this section, the President may authorize the entry

24 into force of bilateral commercial agreements providing

25 nondiscriminatory treatment to the products of countries
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1 heretofore denied such treatment whenever he determines

2 that such agreements with such countries will promote the

3 purposes of this Act and are in the national interest.

4 (b) Any such bilateral commercial agreement shall—

5 (1) be limited to an initial period specified in the

6 agreement which shall be no more than 3 years from the

7 date the agreement enters into force; except that it may
8 be renewable for additional periods, each not to exceed

9 3 years; if—

10 (A) a satisfactory balance of trade concessions

11 has been maintained during the life of each agree-

12 ment, and

13 (B) the President determines that actual or

14 foreseeable reductions in United States tariffs and

15 nontariff barriers to trade resulting from multilat-

16 eral negotiations are satisfactorily reciprocated by

17 the other party to the bilateral agreement;

18 (2) provide that it is subject to suspension or tenni-

19 nation at any time for national security reasons, or that

20 the other provisions of such agreement shall not limit the

21 rights of any party to take any action for the protection

22 of its security interests;

23 (3) provide safeguard arrangements necessary to

24 prevent disruption of domestic markets;

25 (4) if the other party to the bilateral agreement is
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1 : not a party to the Paris Convention for the Protection of

2 Industrial Property, provide rights for United States na-

3 tionals with respect to patents in such country not less

4 than the rights specified in such convention;

5 (5) provide arrangements for the settlement of com-

6 mercial differences and disputes; and
\

7 (6) provide for consultations for the purpose of re- 
i

8 , viewing the operation of the agreement and relevant as-

9 pects of relations between the United States and the

10 other party,

11 (c) Bilateral commercial agreements referred to in

12 subsection (a) may, in addition, include provisions

13 concerning—

14 ' (1) arrangements for the protection of industrial

15 i rights and processes, trademarks, and copyrights;

16 | (2) arrangements for the promotion of trade, in-

17 eluding those for the establishment or expansion of

18 i trade and tourist promotion offices, for facilitation of

19 ; activities of governmental commercial officers, partic-

20 | ipation in trade fairs and exhibits and the sending of

21 :• trade missions, and for facilitation of entry, establish-

22 ment, and travel of commercial representatives; and

23 ; (3) such other arrangements of a commercial

24 ! nature as will promote the purposes stated in section 2.

25 i (d) An agreement referred to in subsection (a), and a
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1 proclamation referred to in section 403 (a), shall take effect

2 only if, during the 90-day period referred to in section 406

3 (c), a disapproval resolution referred to in section 151 is

4 not adopted.

5 SEC. 405. MARKET DISRUPTION.

6 (a) A petition may be filed, or a Tariff Commission

7 investigation otherwise initiated, under section 201 of this Act

8 in respect of imports of an article manufactured or produced

9 in a country, the products of which are receiving nondis-

10 criminatory treatment pursuant to this title, in which case

11 the Tariff Commission shall determine (in lieu of the deter-

12 ruination described in section 201 (b) of this Act) whether

13 imports of such article produced in such country are causing

14 or are likely to cause market disruption and material injury

15 to a domestic industry producing like or directly competitive

16 articles.

17 (b) For purposes of sections 202 and 203, an affirma-

18 tive determination of the Tariff Commission pursuant to

19 subsection (a) of this section shall be treated as an affirma-

20 tive determination of the Tariff Commission pursuant to sec-

21 tion 201 (b) of this Act; except that the President, in taking

22 action pursuant to section 203 (b), may adjust imports ol

23 the article from the country in question without taking ac-

24 tion in respect of imports from other countries.

25 (c) For purposes of this section, market disruption
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1 exists whenever imports of a like or directly competitive

2 article are substantial, are increasing rapidly both absolutely

3 and as a proportion of total domestic consumption, and are

4 offered at prices substantially below those of comparable

5 domestic articles.

6 SEC. 406. PROCEDURE FOR CONGRESSIONAL DISAPPROVAL

1 OF EXTENSION OR CONTINUANCE OF NONDIS-

8 CRIMINATORY TREATMENT.

9 (a) Whenever the President issues a proclamation

10 under section 403 extending nondiscriminatory treatment to

11 the products of any foreign country, he shall promptly trans-

12 mit to the House of Representatives and to the Senate a

13 document setting forth the proclamation and (he agreement

14 the proclamation proposes to implement, together with his

15 reasons therefor.

16 (b) On or before December 31 of each year, the Pres-

17 ident shall transmit to the Congress, with respect to each

18 foreign country the products of which are receiving nondis-

19 criminatory treatment under this title, a document containing

20 the report required by section 402 (b) to be submitted on or

21 before December 31.

22 (c) If, before the close of the 90-day period beginning

23 on the day on which the copy of the document referred to

24 in subsection (a) or (b) is delivered to the House of Rep-

25 rcsentatives and to the Senate, either the House of Repre-
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1 sentatives or the Senate adopts, by an affirmative vote of a

2 majority of Ihose present and voting in that House, a reso-

3 lution of disapproval (under the procedures set forth in sec-
4 tion 151) of the extension of nondiscriminatory treatment to

5 the products of such country or for the continuing in effect

6 of nondiscriminatory treatment with respect to such products,

7 as the ease may be, then, beginning with the day after the

8 date of the adoption of such resolution of disapproval, non-

9 discriminatory treatment shall not be in force with respect

10 to the products of such country, and the products of such

11 country shall be dutiable at the column 2 rate.

12 SEC. 407. EFFECTS ON OTHER LAWS.

13 The President shall from time to time reflect in general

14 headnote 3 (e) of the Tariff Schedules of the United States

15 the provisions of this title and proclamations issued there-

16. under, as appropriate.

IT TITLE V—GENERALIZED SYSTEM
is OF PREFERENCES
19 SEC. 501. AUTHORITY TO EXTEND PREFERENCES.

20 The President may provide duty-free treatment for any

21 eligible article from any beneficiary developing country in

22 accordance with the provisions of this title. In taking any

23 such action, the President shall have due regard for—

24 (1) the effect such action will have on furthering

25 the economic development of developing countries;
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1 (2) the extent to which other major developed

2 countries are undertaking a comparable effort to assist

3 developing countries by granting generalized preferences

4 with respect to imports of products of such countries;

5 and

6 (3) the anticipated impact of such action on United

7

8

States producers of like or directly competitive products. 

SEC. 502. BENEFICIARY DEVELOPING COUNTRY.

9' (a) (1) For purposes of this title, the term "beneficiary

10 developing country" means any country with respect to

11 which, as of the date of entry or withdrawal from warehouse

12 for consumption, there is in effect an Executive order by the

13 President of the United States designating such country as ai
14 ( beneficiary developing country for purposes of this title. 

151 Before the President designates any country as a beneficiary 

developing country for purposes of this title, he shall notify16

17 the House of Representatives and the Senate of his inten-

18 tion to make such designation, together with the considera-

19 tions entering into such decision.

20 (2) If the President has designated any country as a

21 beneficiary developing country for purposes of this title, he

22 shall not terminate such designation (either by issuing an

23 Executive order for that purpose or by issuing an Executive

24 order which has the effect of terminating such designation)

25 unless, at least 30 days before such termination, he has

26 notified the House of Representatives and the Senate of his
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1 , intention to terminate such designation, together with the

2 considerations entering into such decision.

3 ) (3) For purposes of this title, the term "country" means

4 any foreign country, any overseas dependent territory or

5 possession of a foreign country, any insular possession of the

6 United States, or the Trust Territory of the Pacific Islands.

7 In the case of any association of countries for trade purposes

8 no member of which is barred from designation under sub-

9 section (b), the President may by Executive order provide

10 that all members of such association shall be treated as one

11 country for purposes of this tide.

12 (b) No designation shall be made under this section

13 with respect to any of the following:

14 Australia Japan

15 Austria Monaco

16 Canada New Zealand

17 Czechoslovakia Norway

18 European Economic Com- Poland

19 munity member states Republic of South Africa

20 Finland Sweden

21 Germany (East) Switzerland

22 Hungary Union of Soviet Socialist

23 Iceland Republics

24 In addition, the President shall not designate any country a

25 beneficiary developing country under this section—

26 (1) if the products of such country do not receive
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1 nondiscriminatory treatment by reason of general head-

2 note 3 (e) to the Tariff Schedules of the United States;

3 or

4 (2) if such country affords preferential treatment

5 to the products of a developed country other than the

6 United States, unless the President has received assur-

7 ances satisfactory to him that such preferential treatment

8 wDl be eliminated before January 1, 1976.

9 (c) In determining whether to designate any country

10 a beneficiary developing country under this section, the

11 President shall take into account—

12 (1) an expression by such country of its desire

13 to be so designated;

14 (2) the level of economic development of such

15 country, including its per capita gross national product,

16 the living standards of its inhabitants, and any other

17 economic factors which he deems appropriate;

18 (3) whether or not the other major developed

19 countries are extending generalized preferential tariff

20 treatment to such country; and

21 (4) whether or not such country has nationalized,

22 expropriated, or seized ownership or control of prop-

23 erty owned by a United States citizen, or by any cor-

24 poration, partnership, or association not less than 50

25 percent beneficially owned by citizens of the United
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1 States, without provision for the payment of prompt,

2 adequate, and effective compensation.

3 SEC. 503. ELIGIBLE ARTICLES.

4 (a) The President shall, from time to time, publish

5 and furnish the Tariff Commission with lists of articles which

6 may be considered for designation as eligible articles for

7 purposes of this title. Before any such list is furnished to the

8 Tariff Commission, there shall be in effect an Executive order

9 under section 502 designating beneficiary developing coun-

10 tries. Before any action is taken under section 501 to provide

11 duty-free treatment for any article, the provisions of sections

12 131, 132, 133, and 134 of this Act shall be complied with

13 as though action under section 501 were action under section

14 101 of this Act to carry out a trade agreement entered into

15 under section 101.

16 (b) The duty-free treatment provided under section 501

17 with respect to any eligible article shall apply only—

18 (1) to an article which is imported directly from

19 a beneficiary developing country into the customs terri-

20 tory of the United States; and

21 (2) if the sum of (A) the cost or value of the

22 materials produced in the beneficiary developing country

23 plus (B) the direct costs of processing operations per-

24 formed in the beneficiary developing country equal or

25 exceed the prescribed percentage of the appraised value
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1 of the article at the time of its entry into the customs ter-

2 ritory of the United States.

3 (c) (1) For purposes of subsection (b) (2), the pre-

4 scribed percentage shall be that percentage, not less than 35

5 percent and not more than 50 percent of the appraised value,

6 prescribed by the Secretary of the Treasury by regulations.

7 Such percentage, which may be modified from tune to time,

g shall apply uniformly to all articles from all beneficiary de-

9 veloping countries.

10 (2) The Secretary of the Treasury shall prescribe such

11 regulations as may be necessary to carry out this subsection

12 and subsection (b).

13 • (d) No article shall be an eligible article for purposes

14 of this title for any period during which such article is the

15 subject of any action proclaimed pursuant to section 203

16 of this Act or section 351 of the Trade Expansion Act of

17 1962.

18 SEC. 504. LIMITATIONS ON PREFERENTIAL TREATMENT.

19 (a) The President may withdraw, suspend, or limit the

20 application of the duty-free treatment accorded under section

21 501 with respect to any article or with respect to any coun-

22 try; except that no rate of duty may be established in re-

23 spect of any article pursuant to this section other than the

24 rate which would apply but for this title. In taking any ac-
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1 tion under this subsection, the President shall consider the

2 factors set forth in sections 501 and 502 (c).

3 ('b) The President shall withdraw or suspend the desig-

4 nation of any country as a beneficiary developing country if,

5 after such designation—

6 (1) the products of such country are excluded from

7 the benefit of nondiscriminatory treatment by reason of

8 general headnote 3 (e) to the Tariff Schedules of the

9 United States; or

10 (2) he determines that such country has not elim-

11 inated,or will not eliminate preferential treatment ac-

12 corded by it to the products of a developed country other

13 than the United States before January 1, 1976.

14 (c) \\TieneverthePresidentdeterminesthatanycoun-
15 try—

16 (1) has exported (directly or indirectly) to the

17 United States a quantity of such article having an ap-

18 praised value of more than $25,000,000 during any cal-

19 endar year, or

20 (2) has exported (either directly or indirectly) to

21 the United States a quantity of any article equal to or

22 exceeding 50 percent of the value of the total imports

23 of such article into the United States during any calendar

24 year,

25 then, not later than 60 days after the close of such calendar
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1 year, such country shall not be treated as a beneficiary de-

2 veloping country with respect to such article unless, on or

3 before such 60th day, the President determines and publishes

4 that it is in the national interest to designate, or to continue

5 the designation of, such country as a beneficiary developing

6 country with respect to such article.

7 (d) No action pursuant to section 50i may affect any

8 tariff duty imposed by the Legislature of Puerto Rico pur-

9 suant to section 319 of the "Vriff Act of 1930 (19 U.S.O.

10 sec. 1319) on coffee imported into Puerto Rico.

11 SEC. 505. TIME LIMIT ON TITLE; COMPREHENSIVE RE- 

12 VIEW.

13 (a) No duty-,-ee treatment under this title shall remain

14 in effect after the date which is 10 years after the date of

15 the enactment of this Act.
/

16 (b) On or before the date which is 5 years after the

17 date of the enactment of this Act, the President shall submit

18 to the Congress a full and complete report of the operation

19 of this title.

20 TITLE VI—GENERAL PROVISIONS
21 SEC. 601. DEFINITIONS.

22 For purposes of this Act—

23 (1) The term "duty" includes the rate and form

24 of any import duty, including but not limited to tariff-

25 rate quotas.

30-229 O - 74 - U
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1 (2) The term "other import restriction" includes a

2 limitation, prohibition, charge, and exaction other than

3 duty, imposed on importation or imposed for the regula-

4 tion of importation. The term does not include any

5 orderly marketing agreement.

6 (3) The term "ad valorem" includes ad valorem

7 equivalent. Whenever any limitation on the amount by

8 which or to which any rate of duty may be decreased

9 or increased pursuant to a trade agreement is expressed

10 in terms of an ad valorem percentage, the ad valorem

11 amount taken into account for purposes of such limita-

12 tion shall be determined by the President on the basis

13 of the value of imports of the articles concerned during

14 the most recent period, before the date on which the

15 trade agreement is entered into, determined by him to

16 be representative.

17 (4) The term "ad valorem equivalent" means the

18 ad valorem equivalent of a specific rate or, in the case

19 of a combination of rates including a specific rate, the

20 sum of the ad valorem equivalent of the specific rate

21 and of the ad valorem rate. The ad valorem equivalent

22 shall be determined by the President on the basis of the

23 value of imports of the article concerned during the most

24 recent period determined by him to be representative.

25 In determining the value of imports, the President shall
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1 utilize, to the maximum extent practicable, the standards

2 of valuation contained in section 402 or 402a of the

3 Tariff Act of 1930 (19 U.S.C. sec. 1401a or 1402)

4 applicable to the article concerned during such repre-

5 sentative period.

6 (5) An imported article is "directly competitive

7 with" a domestic article at an earlier or later stage of

8 processing, and a domestic article is "directly competi-

9 tive with" an imported article at an earlier or later stage

10 of processing, if the importation of the article has an

11 economic effect on producers of the domestic article

12 comparable to the effect of importation of articles in the

13 same stage of processing as the domestic article. For

14 purposes of this paragraph, the unprocessed article is at

15 an earlier stage of processing.

16 '^6) The term "modification", as applied to any

17 duty or other import restriction, includes the elimination

18 of any duty or other import restriction.

19 (7) The term "existing" without the specification

20 of any date, when used with respect to any matter relat-

21 ing to entering into or carrying out a trade agreement

22 or other action authorized by this Act, means existing

23 on the day on which such trade agreement is entered

24 into or such other action is taken, and, when referring

25 to a rate of duty, refers to the nonpreferential rate of
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1 duty (however established, and even though tempo-

2 rarily suspended by Act of Congress or otherwise) exist-

3 ing in column 1 of the Tariff Schedules of the United

4 States on such day.

5 (8) A product of a country or area is an article

6 which is the growth, produce, or manufacture of such

7 country or area.

8 (9) The term "nondiscriminatory treatment"

9 means most-favored-nation treatment.

10 SEC. 602. RELATION TO OTHER LAWS.

11 (a) The second and third sentences of section 2 (a) of

12 the Act entitled "An Act to amend the Tariff Act of 1930,"

13 approved June 12, 1934, as amended (19 IT.S.C. sec. 1352

14 (a)), are each amended by striking out "this Act or the

15 Trade Expansion Act of 1962" and inserting in lieu thereof

16 "this Act or the Trade Expansion Act of 1962 or the Trade

1? Reform Act of 1973".

18 (b) Section 242 of the Trade Expansion Act of 1962 is

19 amended as follows:

20 (1) by striking out "351 and 352" in subsection

21 (a) and inserting in lieu thereof "201, 202, and 203 of

22 the Trade Reform Act of 1973";

23 (2) by striking out "with respect to tariff adjust-

24 .merit" in subsection (b) (2);
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1 (3) by striking out "301 (e)" in subsection (b)

2 (2) and inserting in lieu thereof "201 (d) of the Trade

3 Reform Act of 1973";

4 (4) by striking out "concerning foreign import re-

5 strictions" in subsection (b) (-3) ; and

6 (5) by striking out "section 252 (d) " each place it

7 appears and inserting in lieu thereof "subsections (c)

g and (d) of section 301 of the Trade Reform Act of

9 1973".

10 (c) Section 351 (c) (1) (B) of the Trade Expansion

11 Act of 1962 is amended by striking out "unless extended

12 under paragraph (2),".

13 (d) Sections 202, 211, 212, 213, 221, 222, 223, 224,

14 225, 226, 231, 241, 243, 252, 253, 254, 255 (a) , 256, so

15 much of 301 and 302 as is not repealed by subsection (d) , 311

16 through 315, 317 (a), 351 (c) (2) and (d) (3), 361, 401,

17 402, 403, 404, and 405 (1), (3), (4), and (5) of the Trade

18 Expansion Act of 1962 are repealed.

19 (e) Sections 301 (a) (2) and (-3), (c) (2) and (3),

20 (d) (2), (f) (1) and (3), 302 (b) (2), (d) and (e), 321

21 through 338 of the Trade Expansion Act of 1962 are re-

22 pealed on the 90th day following the date of the enactment

23 of this Act.

24 (f) All provisions of law (other than this Act, the
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1 Trade Expansion Act of 1962, and the Trade Agreements

2 Extension Act of 1951) in effect after the date of enactment

3 of this Act, referring to section 350 of the Tariff Act of

4 1930, to that section as amended, to the Act entitled "An

5 Act to amend the Tariff Act of 1930," approved June 12,

g 1934, to that Act as amended or to the Trade Expansion

7 Act of 1962, or to agreements entered into, or proclamations

g issued, or actions token under any of such provisions, shall

9 be construed, unless clearly precluded by the context, to

10 refer also to this Act, or to agreements entered into or proc-

11 lamatipns or orders issued, pursuant to this Act.

12 SEC. 603. TARIFF COMMISSION.

13 (a) In order to expedite the performance of its func-

14 tions under this Act, the Tariff Commission may conduct

15 preliminary investigations, determine the scope and manner

16 of its proceedings, and consolidate proceedings before it.

17 (b) In performing its functions under this Act, the

18 Tariff Commission may exercise any tiuthority granted to it

19 under any other Act.

20 (c) The Tariff Commission shall at all times keep in-

21 formed concerning the operation and effect of provisions

22 relating to duties or other import restrictions of the United

23 States contained in trade agreements entered into under the

24 trade agreements program.
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1 SEC. 604. CONSEQUENTIAL CHANGES IN THE TARIFF

2 SCHEDULES.

3 The President shall from time to time, as appropriate,

4 embody in the Tariff Schedules of the United States the sub-

5 stance of the relevant provisions of this Act, and of other

6 Acts affecting import treatment, and actions thereunder, in-

7 eluding modification, continuance, or imposition of any rate

8 of duty or other import restriction.

9 SEC. 605. SEPARABILITY.

10 If any provision of this Act or the application of any

11 prevision to any circumstances or persons shall be held

12 invalid, the validity of the remainder of this Act, and of

13 the application of such provision to other circumstances or

14 persons, shall not be affected thereby.

15 SEC. 606. INTERNATIONAL DRUG CONTROL.

16 It is the sense of the Congress that effective international

I? cooperation is necessary to put an end to the illicit production,

18 smuggling, trafficking in, and abuse of dangerous drugs. In

19 order to promote such cooperation, the President shall

20 embargo trade and investment, public and private, with any

21 nation when the President determines that the government

22 of such country has failed to take adequate steps to prevent

23 narcotic drugs and other controlled substances (as defined

24 by the Comprehensive Drug Abuse Prevention and Control
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1 Act of 1970 (21 U.S.C. sec. 801 et seq.)) produced or proc-

2 essed, in whole or hi part, in such country, or transported

3 through such country, from entering the United States

4 unlawfully. Such suspension shall continue until the Presi-

5 dent determines that the government of such country has

6 taken adequate steps to carry out the purposes of this

7 section.

Passed the House of Representatives December 11, 1973.

Attest: W. PAT JENNIFGS,
Clerk.
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STATEMENT OF HON. GEORGE P. SHTJLTZ, SECRETARY OF THE 

TREASURY, ACCOMPANIED BY HON. WILLIAM D. EBERLE, SPE 
CIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS
Secretary SHULTZ. Thank you, Mr. Chairman and members of the 

committee.
I welcome the tone of the opening statements which I would take 

to be, "Look, we have some real problems in this area, don't mistake 
that," and so do other people around the world.

Second, the United States should play its part in working these 
problems out. In fact we ought to be in the leadership.

Third, at best the solutions are difficult.
And, fourth, however it comes out we have to 'be sure that our in 

terests are well taken care of, and while we recognize that trade 
benefits all, otherwise it won't occur, we have to see that we are in a 
position to bargain effectively and hard for American interests. I 
don't know if that is a loose interpretation but it seems to me that is 
in general what people said and that is exactly down the line of our 
own thinking.

CHANGING WORLD ECONOMY
As you said, Mr. Chairman, the world economy has changed 

greatly since this committee last considered comprehensive foreign 
trade legislation. This rapid change will continue whether or not we 
in the United States seek to influence its future course. But we must 
play an active and constructive role in influencing the shape of a 
sensible world economy. Your approval of the Trade Keform Act of 
1973 can be an important initial step toward that end.

During a time of rapid inflation and of short supply situations in 
many commodities, it has become more important than ever to remove 
artificial barriers that result in fewer goods being produced both 
here and abroad. Tariffs, quotas, embargoes, and other restrictions 
on imports and exports generally prevent each country from producing 
what it could produce most efficiently. Thus fewer goods are produced 
at higher cost and there is a loss of economic welfare to the country 
as a whole.

Our goal must be to improve the efficiency of the U.S. economy. At 
the same time, we can and we must take acount of special hardships 
that sometimes accompany a transition from a less efficient to a more 
efficient allocation of our productive resources or that sometimes 
accompany the rapid changes in prdouction and trade which occur 
with greater frequency in our modern world.

PROVISIONS OF THE TRADE Bm,
The trade bill before you has been designed with these considera 

tions in mind. It provides the President with the authority he needs 
to negotiate effectively on behalf of American workers, businessmen, 
and consumers. Briefly, the bill would provide:

(a) Authority to change customs duties up or down in the context 
of negotiated agreements;

(5) A congressional declaration favoring negotiations and agree 
ments on nontariff barriers, with an optional procedure for obtain 
ing congressional approval of these agreements where appropriate;
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(c) Authority to raise or lower import restrictions on a temporary 
basis to help correct deficits or surpluses in our payments positions;

(d) Authority for temporary reduction of import barriers when 
necessary to combat inflation—we shall propose similar authority 
in short supply situations;

(e) Revised and simplified authority to raise import barriers 
against countries that unreasonably or unjustifiably, restrict our 
exports; and

(/) Permission for the United States to extend preferential duty- 
free treatment to certain imports from developing countries.

These authorities are necessary to insure meaningful trade negotia 
tions and necessary to insure that our export firms can compete on a 
basis of equality in international markets.

The Trade Eeform Act would also provide a set of tools to deal 
with domestic problems that may arise in connection with international 
trade:

(a) The Trade Reform Act would introduce a fairer and less 
stringent test for domestic industry to qualify for temporary import 
relief of adjustment assistance in order to give it time to adjust to 
import competition or to avoid serious injury. It provides easier access 
and greater benefits to workers who qualify for adjustment assistance;

(&) The act would also improve procedures for protecting American 
workers and industry from unfair competition by amending the anti 
dumping and countervailing duty statutes, although with less flexibil 
ity than I had hoped.

The act would also deal with the President's request for authority 
to extend equal tariff treatment to nonmarket economies. The restric 
tions proposed by the House of Representatives on the use of this au 
thority, and the additional provision which would effectively preclude 
the continued granting of official credits to some of these countries, 
would in my view be extremely ill-advised. I believe, however, that 
a substitute wording could be found effectively to express the concern 
of the Congress that issues of basic human rights not be ignored, while 
not blocking the development of more normal economic relationships 
with the nonmarket economy countries.

During the last few months, the problem of assuring adequate access 
to the world's supply of primary raw materials has become dramati 
cally evident, and we think it would be appropriate to reflect this new 
focus in the trade bill. A number of proposals have been put forward 
by Members of Congress, including the gentlemen here on the com 
mittee. We are reecptive to these ideas and we want to make some 
proposals along similar lines. In brief, we ought to have authority to 
negotiate with major foreign suppliers adequate commitments on the 
availability of key raw materials. At the same time, we need unam 
biguous authority to withdraw the benefits of trade concessions from 
countries that impose illegal or unreasonable restraints on sales of 
commodities in short supply.

Our new concern for access to foreign supplies should not mislead 
us however, into thinking that our welfare is no longer endangered by 
import barriers. Foreign tariffs remain an important obstacle to our 
trade, and foreign nontariff barriers have become an increasingly diffi 
cult problem as other governments have increased their direct in 
volvement in their economies. Recent events have created the danger of 
a new protectionism and a breakdown of the multilateral and non-
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discriminatory trading arrangements of the postwar period. We must- 
combat that danger and create a new momentum for cooperation in 
the field of trade.

The trade bill which you have before you would provide the United 
States with the ability to undertake such an effort. With the proposed 
new authority we could attempt to—

Free up agricultural trade and to cooperate with others to assure 
adequate world food supplies through more efficient production;

Come to grips with the unreasonable aspects of regionalism which 
threaten a proliferation of special trade preferences.

Rationalize, to the extent possible, the maze of nontariff barriers 
preventing the expansion of world trade;

Work out new answers to the problems of buffering our industries 
against injury from sudden surges of imports, and to better enable 
our workers to adjust to changing competitive situations affecting 
employment.

Strengthen our position in dealing with the problem of unfair trade 
practices.

COOPERATION IN THE INTERNATIONAL MONETARY FIELD
We have made substantial progress toward establishing coopera 

tion in the international monetary field on the basis of more flexible, 
modernized arrangements. Changes in the relationships between 
major currencies have now made possible a new effort in the trade 
area. We no longer have to look at trade measures as a corrective for 
unrealistic exchange rates. We can take a long, hard look at trade for 
its own sake. To undertake such an effort, we will need the authority 
that only the Congress can provide.

NEED FOR INTERNATIONAL TRADE REFORM
The need for reform of the international trading system has be 

come clearly evident in our recent problems in the agricultural arid 
energy fields. The agricultural problems of last year were seriously 
worsened by the misallocation of agricultural resources which had 
developed over the past decades. For too long some of the special 
problems associated with agriculture have been used as an excuse to 
exempt agricultural trade from trade rules. As a result, trade in agri 
culture has not followed a pattern that would have been dictated by 
the comparative advantages in agricultural production. A primary ob 
jective of the planned multilateral trade negotiations should be to 
work our cooperative arrangements that will permit the reduction 
of barriers to agricultural trade. We expect that our trading partners 
will in fact be willing to join us in some rationalization in agricultural 
trade.

The shortages in energy that we are presently undergoing bring 
to the fore another type of problem that is facing the international 
trading community. Solutions to the energy problem can only come 
about through the development of new forms of international coopera 
tion. We must seek cooperative international arrangements while 
recognizing that national security considerations in many cases will 
not permit consumers to rely solely on current market considerations 
to determine the degree of their reliance on imported energy.
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In the years ahead we and others will wish to offer investment op 
portunities to oil producing nations, some of whom will have revenues 
greatly in excess of appropriate current expenditures. The counterpart 
of these investments will be reflected in current account deficits for 
the major industrialized countries.

Deficits of this kind will not call for action to redress the trade 
balance, but the danger is that some will misunderstand the special 
nature of these deficits and will use them as a basis for urging pro 
tectionist action. This danger increases the need for active U.S. 
participation in future trade negotiations to help prevent such 
developments.

The Trade Reform Act of 1973, as passed in December by the House 
of Representatives, is an excellent vehicle for accomplishing what is 
needed and needed soon. The House gave this bill its careful con 
sideration, and in the end gave its endorsement of the basic objectives 
and approaches which were outlined in the President's message accom 
panying the draft bill ways changed the authorities contained in the 
original draft bill, but with only a few exceptions, its changes were 
positive contributions to the legislation itself and to the policy that 
underlies that legislation. Some have suggested that the approach in 
the House bill is unsound because of the delegation of authority that 
it entails. I am sure, however, that when this committee has grappled 
with the issue of how we make the American voice count in interna 
tional negotiations, it will agree that substantial delegation is a practi 
cal necessity.

COUNTERVAILING DTJTT LAW
There is one provision of the bill which I wish to discuss with 

some specificity. As Secretary of the Treasury, I am responsible for 
administering the countervailing duty law. I find one provision of the 
bill amending this law inconsistent wth the objectives which the ad 
ministration hopes to achieve.

The practices of governments in encouraging exports have become 
quite sophisticated. The situation was different in 1897 when the Conr 
gress enacted what is basically the present-day countervailing duty 
law. What is needed now is a set of international principles which will 
lay down agreed rules as to what is, or is not acceptable in the export 
subsidy area. Otherwise each government will approach the problem 
unilaterally. To me this latter approach should be considered a last 
resort since it would probably lead to retaliations and counter- 
retaliations.

In order to facilitate these international negotiations, the House bill 
authorizes the Secretary to refrain from countervailing, during a tem 
porary 4-year period, when such action would be likely to jeopardize 
the satisfactory completion of the international negotiations. I agree 
with this House provision and consider it essential if we are to make 
a serious effort to achieve a successful multinational agreement.

However, the House bill restricts this discretionary authority to 1 
year in the case of subsidized products from developed countries where 
the producer is .State owned or controlled.

I believe, however, that if the multinational negotiations are to suc 
ceed, the Secretary requires a 4-year discretionary authority to refrain 
from countervailing in all cases where it would jeopardize the success 
of the negotiations. It is irrelevant for these purposes whether the pro-
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duce exported to the United States is from a nationalized company. 
The 1-year restriction of the Secretary's discretionary authority should 
be removed from the bill.

Our trading partners are looking to us for leadership in this negoti 
ation. Without U.S. participation and leadership, the multilateral 
trade negotiations will give way to regional and bilateral arrange 
ments which will be but prescriptions for economic dislocation to the 
detriment of our producers, traders, and consumers. We cannot let 
this happen. We will not let it happen if appropriate trade legisla 
tion is adopted without delay.

Thank you, Mr. Chairman.
The CHAIRMAN. Thank you very much, Mr. Secretary.
We will now hear Mr. Flanigan's statement.

STATEMENT OF HON. PETER M. FLANIGAN, EXECUTIVE DIRECTOR, 
COUNCIL ON INTERNATIONAL ECONOMIC POLICIES

NEED FOR REFORMING INTERNATIONAL ECONOMIC SYSTEM

Mr. FLANIGAN. Thank you, Mr. Chairman and gentlemen. I am 
pleased to be with you today to testify in support of the Trade Reform 
Act. This bill is the legislative keystone of the President's efforts to 
reform the international economic system as a whole.

The success of the monetary arrangement in 1944 and the GATT 
trade rules agreed to in Geneva in 1947 brought fundamental changes 
in our global economy. The dramatic economic progress which has 
occurred since then owes much to those agreements. Yet that progress 
has created a new set of economic relationships in the world. And while 
the economic world has changed, the institutions and modes of co 
operation under which states conduct their economic affairs only began 
to change in the last several years.

By the beginning of the 1970's it had become clear to all that our 
present institutions were not meeting the demands placed on them by 
the increased international flow of goods, services, and capital. The 
rigidity of the international system and of national practices had ex 
erted an increasing stress on the flow of economic and financial re 
sources with attendant political frictions.

This condition is especially serious when each nation's prosperity 
is increasingly dependent upon the prosperity of other nations. The 
recent shortages and dramatic price increases in agricultural products 
and in petroleum has brought home to all Americans the fact that 
nations today can no longer isolate themselves from the world's eco 
nomic events. Economic policies adopted in one country are quickly 
felt in other nations. Growing specialization in manufacturing and 
greater dependence on imported goods, especially in critical raw 
materials, reinforce the world's economic interdependence. What is 
needed now are changes in the international framework to reflect for 
the coming decades the new economic conditions.

GOALS OF THE ADMINISTRATION

President Nixon in his annual report on foreign policy states, and 
T am quoting it:
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Our goal is to work with other nations to build a new economic order, to meet 
the world's needs in the last quarter of this century. We believe these new 
arrangements should achieve six major objectives :

Continued economic progress from which all nations benefit;
A broader sharing of responsibility commensurate with new economic power 

relationships and the potential benefits to be gained;
Rules that reflect an equitable balance among the interest of all nations;
The widest possible consensus for principles of open economic intercourse, 

orderly economic behavior, and effective economic adjustment;
Improved methods for assuring that those principles are adhered to; and
Sufficient flexibility to allow each nation to operate within agreed standards 

in ways best suited to its political character, its stage of development, and its 
economic structure.

The achievement of these objectives can create a new balance between di 
verse national economic needs and a greater international unity of purpose. 
Economic relations can become a source of strength and harmony among coun 
tries rather than a source of friction.

These are the broad goals which the administration is seeking, in 
cooperation with the other nations of the world—both rich and poor. 
Progress will be made if the world's governments believe that their 
efforts at maximizing the social and economic well-being of their own 
citizens will be furthered by enhancing order and collective discipline 
in world economic relations. Any new economic structures must there 
fore provide sufficient flexibility to allow domestic economies to be 
managed effectively within the internationally agreed rules. Obtaining 
the agreement of sovereign nations to abide by common rules and to 
reduce barriers to the free flow of trade, payments and investments is 
a difficult task. Unfortunately, the growth of economic power which 
has occurred in the last 25 years has been combined with a reluctance 
to remove the barriers nations needed when they were less competitive. 
The benefits of the market mechanism are heavily discounted by those 
accustomed to special protections.

Reform of the international economic system must take place in all 
its related major areas—monetary, investment, and trade, and in the 
case of the latter includes both equitable access to markets and equi 
table access to supplies. The key to progress in each of these areas is 
consistency and discipline in the international application of agreed 
rules. Furthermore, if we are to move toward a world in which market 
forces are allowed to operate freely, we must achieve substantial pro 
gress in all three areas. A piecemeal approach will not work. Progress 
in one area can easily be offset by restrictions in another. For example, 
the lowering of tariffs and removal of nontariff barriers will have lit 
tle effect if nations are allowed to manipulate their exchange rates to 
restrict imports by undervaluing their currencies. Similarly, flexible 
exchange rates can readily be frustrated by barriers to capital flows.

The solutions to the problems we face lie in a major world effort. 
The dedication of the United States to this effort will be measured in 
large part by the shape of the legislation we are discussing today. It is 
clear that without the full support of the United States, reform is im 
possible. As the preeminent world economic power we must exercise a 
leadership role.

MULTILATERAL TRADE NEGOTIATIONS

During the discussions following the Smithsonian Agreement in 
1971, the United States, the European Community and Japan agreed 
to initiate and actively support multilateral comprehensive trade nego 
tiations in the GATT framework. This initiative culminated at a min-
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isterial level meeting held in Tokyo last September in which 101 coun 
tries joined in opening multilateral trade negotiations. The stated 
purposes of the negotiations are:

To achieve the expansion and ever greater liberalization of world trade through 
the progressive dismantling of obstacles to trade, to improve the international 
framework for the conduct of world trade and to secure additional benefits 
for the international trade of developing countries.

The legislative mandate that the U.S. negotiators receive from the 
Congress will, in effect, determine the progress which can be made 
in these negotiations. The movement toward a more equitable and 
open trading world is dependent on the prompt enactment of the Trade 
EeformActof 1973.

FIVE BASIC PURPOSES OF TRADE KEFORM ACT

The Trade Eeform Act of 1973 is designed to make possible the 
accomplishment of five basic purposes. The first is to negotiate a more 
open trading world. Authority is provided not only to engage in 
reciprocal negotiations on tariffs but also to negotiate the elimination 
and reduction of non-tariff trade distorting practices, subject to co 
operation with the Congress under the veto procedure. With the 
success of the Kennedy round in 1967 in reducing tariffs among the 
world's major trading nations, non-tariff practices have become the 
major impediment to fair competition and the free flow of goods 
in international trade. Major attention will be given in the multilateral 
trade negotiations to eliminating and reducing these trade distorting 
measures. The job will not be easy as many of these practices are im 
bedded in national laws and policies.

The second major purpose is to guarantee fair treatment for U.S. 
products in world trade. The trade bill provides authorities to protect 
U.S. producers from unjustifiable and unreasonable international 
trade practices. We firmly believe that for trade to be free it must also 
be fair. Although the basis for an open and equitable trading system 
is cooperation, experience indicates that cooperation is often enhanced 
when there is a clear understanding that all parties are firmly com 
mitted to protecting their own rights.

The third purpose of the bill is to enable us to act effectively to 
ease the adjustment of American workers and industries to fair import 
competition when these imports increase at a rate which causes or 
threatens serious injury. We must be able to manage surges of imports. 
There is agreement between the Congress and the administration that 
the present escape clause and adjustment assistance provisions of the 
Trade Expansion Act must be substantially liberalized. A revised 
escape clause, better adjustment assistance, and staging provisions 
insure that the benefits which all Americans receive from a more open 
trading world will not impact unfairly on certain industries and 
workers in our country.

While it is important that the United States have authority com 
parable to that which other trading nations have to deal with increased 
imports, we believe that an effective safeguard mechanism, and, we 
trust, a new international agreement on the use of safeguards with 
objective standards, provides a better long-term and more stable 
solution.
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The fourth major objective is to provide the necessary permanent 
authorities to effectively manage U.S. trade policy. The bill provides 
more modern authority to use trade measures as a tool in dealing with 
the balance of payments, inflation, and national security problems. 
Authority is also provided to deal with problems of short supply, com 
pensation, renegotiation, termination, and withdrawal related to trade 
agreements.

The final objective in the trade bill is to open up and take advan 
tage of new trade opportunities with all countries. Authority is pro 
vided to institute a system of generalized tariff preferences for less 
developed countries under which the United States would grant duty- 
free tariff treatment for 10 years to less developed country imports. 
Authority is also provided to grant nondiscriminatory treatment to 
the products of the Soviet Union and other nonmarket economies. As 
you know, the administration has strong reservations with respect 
to the restrictions placed on the granting of nondiscriminatory tariff 
treatment and the use of export credits in trade with Communist 
nations. Secretary Kissinger, who will be meeting with you later this 
week, will discuss these with the committee.

EXPORT RESTRICTIONS ON VITAL RAW MATERIALS

Legislative proposals introduced by Senators Mondale, Ribicoff, and 
Chiles indicate congressional concern about the problem of export 
restrictions of vital raw materials. The administration shares these 
concerns that have led to these proposals and will work with the 
committee on appropriate legislation. The problems of short supply 
induced through export controls imposed by government can only be 
alleviated through cooperative action. Internationally agreed proce 
dures and principles to help assure equal access to the world's scarce 
resources are urgently needed.

There are currently few effective international restrictions on gov 
ernmental export practices. Nations have historically refused to re 
linquish their complete independence of economic action in this area.

In considering legislation directing the President to seek an inter 
national agreement assuring equitable access to the world's raw ma 
terials, the Congress must address a basic issue. In asking for non- 
discriminatory treatment from others, we as a major supplier must 
examine the impact on our own practices.

INCONSISTENT TRADE POLICIES

The choice is clear, but not easy. The United States, along with many 
other nations, has occasionally used trade policy inconsistently. We as 
a nation must be willing to accept internationally agreed constraints on 
our freedom to act unilaterally for domestic or other political purposes 
in exchange for other nations accepting identical constraints.

We are receptive to the proposals that have been made in the Senate. 
We will also be putting forward additional proposals to amend both 
the trade bill and the Export Administration Act.

The dislocations from major economic events, such as the oil crisis, 
pose the danger of a new protectionism. The economic uncertainties 
triggered by shortages and price increases of basic commodities are 
causing dramatic and rapid shifts in demand. The new protectionism
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would seek to ameliorate the effects of these shifts by restricting im 
ports or by restricting exports of needed raw materials. This would be 
a prescription for chaos in an interdependent world. We, therefore, 
need now, even more than a year ago, to press forward on this legisla 
tion and the trade reform negotiations, in order to prevent the certain 
catastrophe that protectionism would produce.

We believe that our commitment to the principle of strengthening 
the role of the market in the monetary, trade, and investment areas 
is the right one. Our proposals on monetary reform suggest that the 
market be a major component in the determination of realistic ex 
change rates. Our trade proposals suggest that we lower barriers and 
create a system in which there is a freer flow of goods allowing the 
market to determine which are bought by whom and where. In the 
investment area, we are working for removal of distortions so that 
the flow of capital can be predominantly decided by market forces.

It is obvious that rationalization of the world economic system can 
not succeed with restrictive policies in one area and liberal policies in 
another.

Restrictive or coercive trade policies lead to distortions in invest 
ment flows and away from the efficient allocation of resources. While 
one distortion breeds another, it is also true that the reduction of dis 
tortions must be approached comprehensively in all areas of interna 
tional economic activity in order to prevent nullification of the benefits 
to be gained from such action.

POSSIBLE GAINS FOR THE UNITED STATES
The United States, with its comparative advantages, has clearly 

much to gain by reliance on the market in the trade area. Given the 
recent oil and food crises, our trade negotiations take on even greater 
importance. We must not only remove carriers to our exports but we 
must also reach new international understandings with respect to 
export controls so that all importing countries will have a greater 
sense of security of suppy and a greater stake in cooperating to make 
an interdependent world economy work.

If the international economic system, because of the stresses imposed 
on it by these crises, begins to move away from cooperation toward a 
pattern of independent action, not only the United States but the world 
will be poorer for it. As is often the case in important negotiations, 
the only way to keep from sliding backward is to keep moving forward. 
It is for this reason that I urge this committee to give prompt and 
favorable consideration to the Trade Reform Act of 1973. Upon your 
actions hinge the fate of our efforts to speed the international economic 
reform which is vital for both the prosperity and security of our 
country.

Thank you, Mr. Chairman.
[The prepared statement of Mr. Flanigan follows:]
TESTIMONY OF HON. PETEB M. FLANIGAN, EXECUTIVE DIRECTOR, COUNCIL ON 

INTERNATIONAL ECONOMIC POLICY
I am pleased to be here today to testify in support of the Trade Reform Act of 1973 (H.R. 10710). The bill is the legislative keystone of the President's efforts to reform the international economic system.
The success of the agreements reached on monetary arrangements at Bretton Woods in 1944 and on the GATT trade rules in Geneva in 1947 has brought fun-
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damental changes in our global economy. The dramatic economic progress which 
has occurred since then in Europe, Japan, Canada and in many developing coun 
tries has created a new set of economic relationships in the world. The United 
States is no longer the single dominant world economic power. Although the world 
has changed, the institutions and modes of cooperation under which states con 
duct their economic affairs only began to change in the last several years. By the 
beginning of the '70's it had become clear to all that our present institutions were 
not adequately meetings the demands placed on them by the increased inter 
national flow of goods, services, and capital. The rigidity of the international sys 
tem and of national practices had exerted an increasing stress on the flow of 
economic and financial resources with attendants political frictions.

This condition is especially serious when each nation's prosperity is increas 
ingly dependent upon the prosperity of other nations. The recent shortages and 
dramatic price increases in agricultural products and in petroleum have brought 
home to all Americans the fact that nations today can no longer isolate them 
selves from the world's economic events. Economic policies adopted in one coun 
try are quickly felt in other nations. Growing specialization in manufacturing 
and greater dependence on imported goods, especially in critical raw materials, 
reinforce the world's economic interdependence. What is needed now are changes 
in the international framework to reflect for the coming decades the new eco 
nomic conditions.

President Nixon in his Annual Report on Foreign Policy states :
"Our goal is to work with other nations to build a new economic order, to meet 

the world's needs in the last quarter of this century. We believe these new ar 
rangements should achieve six major objectives:

"Continued economic progress from which all nations benefit;
"A broader sharing of responsibility commensurate with new economic power 

relationships and the potential benefits to be gained;
"Rules that reflect an equitable balance among the interest of all nations;
"The widest possible consensus for principles of open economic intercourse, 

orderly economic 'behavior, and effective economic adjustment;
"Improved methods for assuring that those principles are adhered to; and
"Sufficient flexibility to allow each nation to operate within agreed standards 

in ways best suited to its political character, its stage of development, and its 
economic structure.

"The achievement of these objectives can create a new balance between diverse 
national economic needs and a greater international unity of purpose. Economic 
relations can become a source of strength and harmony among countries rather 
than a source of friction."

These are the broad goals which the Administration is seeking, in cooperation 
with the other nations of the world—both rich and poor. Progress will be made 
if the world's governments believe that their efforts at maximizing the social 
and economic well-being of their own citizens will be furthered by enhancing 
order and collective discipline in world economic relations. Any new economic 
structures must therefore provide sufficient flexibility to allow domestic econo 
mies to be managed effectively within the internationally agreed rules. Obtain 
ing the agreement of sovereign nations to abide by common rules and to reduce 
barriers to the free flow of trade, payments and investment is a difficult task. 
Unfortunately, the growth of economic power which has occurred in the last 25 
years has been combined with a reluctance to remove the barriers nations needed 
when they were less competitive. The benefits of the market mechanism are 
heavily discounted by those accustomed to special protections.

Eeform of the international economic system must take place in all its related 
major areas—monetary, investment, and trade, and in the case of the latter 
includes both equitable access to markets and equitable access to supplies. The 
key to progress in each of these areas is consistency and discipline in the inter 
national application of agreed rules. Furthermore, if we are to move towards a 
world in which market forces are allowed to operate freely, we must achieve 
substantial progress in all three areas. A piecemeal approach will not work. 
Progress is one area can easily be offset by restrictions in another. For ex 
ample, the lowering of tariffs and removal of non-tariff barriers will have little 
effect if nations are allowed to manipulate their exchange rates to restrict im 
ports by undervaluing their currencies. Similarly, flexible exchange rates can 
readily be frustrated by barriers to capital flows.

The solutions to the problems we face lie in a major world effort. The dedica 
tion of the United States to this effort will be measured in large part by the 
shape of the legislation we are discussing today. It is clear that without the full
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support of the United States, reform is impossible. As the preeminent world 
economic power we must exercise a leadership role.

During the discussions following the Smithsonian Agreement in 1971, the 
United States, the European Community and Japan agreed to initiate and actively 
support multilateral comprehensive trade negotiations in the GATT framework. 
This initiative culminated at a Ministerial level meeting held in Tokyo last 
September in which 101 countries joined in opening Multilateral Trade Nego 
tiations. The stated purposes of the negotiations are "to achieve the expansion 
and ever greater liberalization of world trade through the progressive dis 
mantling of obstacles to trade, to improve the international framework for the 
conduct of world trade and to secure additional benefits for the international 
trade of developing countries."

The legislative mandate that the United States negotiators receive from the 
Congress will, in effect, determine the progress which can be made in these nego 
tiations. The movement towards a more equitable and open trading world is de 
pendent on the prompt enactment of the Trade Reform Act of 1973.

The Act of 1973 is designed to make possible the accomplishment of five basic 
purposes. The first is to negotiate a more open trading world. Authority is pro 
vided not only to engage in reciprocal negotiations on tariffs but also to negotiate 
the elminiation and reduction of non-tariff trade distorting practices, subject to 
cooperation with the Congress under the veto procedure. With the success of the 
Kennedy Round in 1967 in reducing tariffs among the world's major trading 
nations, non-tariff practices have become the major impediment to fair competi 
tion and the free flow of goods in international trade. Major attention will be 
given in the Multilateral Trade Negotiations to eliminating and reducing these 
trade distorting measures. The job will not be easy as many of these practices 
are imbedded in national laws and policies.

The second major purpose is to guarantee fair treatment for U.S. products in 
world trade. The trade bill provides authorities to protect United States pro 
ducers from unjustifiable and unreasonable international trade practices. We 
firmly believe that for trade to be free it must also be fair. Although the basis 
for an open and equitable trading system is cooperation, experience indicates 
that cooperation is often enhanced when there is a clear understanding that all 
parties are firmly committed to protecting their own rights.

The third purpose of the bill is to enable us to act effectively to ease the adjust 
ment of American workers and industries to fair import competition when these 
imports increase at a rate which causes or threatens serious injury. We must ibe 
able to manage fast surges of imports. There is agreement between the Congress 
and the Administration that the present escape clause and adjustment assistance 
provisions of the Trade Expansion Act must be substantially liberalized. A 
revised escape clause, better adjustment assistance, and staging provisions insure 
that the benefits which all Americans receive from a more open trading world will 
not impact unfairly on certain industries and workers in our country.

While it is important that the United States have authority comparable to that 
which other trading nations have to deal with increased imports, we believe that 
an effective safeguard mechanism, (and, we trust, a new international agree 
ment on the use of safeguards with objective standards), provides a better long- 
term and more stable solution.

The fourth major objective is to provide the necessary permanent authorities 
to effectively manage United States trade policy. The bill provides more modern 
authority to use trade measures as a tool in dealing with the !balance-of-payments, 
inflation, and national security problems. Authority is also provided to deal with 
problems of short supply, compensation, renegotiation, termination, and with 
drawal related to trade agreements.

The final objective in the trade 'bill is to open up and take advantage of new 
trade opportunities with all countries. Authority is provided to institute a system 
of generalized tariff preferences for less developed countries under which the 
United States would grant duty-free tariff treatment for ten years to LDC im 
ports. Authority is also provided to grant nondiscriminatory treatment to the 
products of the Soviet Union and other non-market economies. As you know, the 
Administration has strong reservations with respect to the restrictions placed 
on the granting of nondiscriminatory tariff treatment and the use of export cred 
its in trade with Communist nations. Secretary Kissinger will discuss these with 
the Committee.

Legislative proposals introduced by Senators Mondale, Rifoicoff and Chiles 
indicate Congressional concern about the problem of export restrictions of vital 
raw materials. The Administration shares these concerns that have led to these
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proposals and will work with the Committee on appropriate legislation. The prob 
lems of short supply induced through governmental export controls can only be 
alleviated through intergovernmental cooperative action. Internationally agreed 
procedures and principles to help assure equal access to the world's scarce re 
sources are urgently needed.

There are currently few effective international restrictions on governmental 
export practices. Nations have historically refused to relinquish their inde 
pendence of economic action, except in the special cases where such .international 
cooperation directly increased their economic security and national welfare. 
In most of these cases the cooperative agreements have proved short-lived 
when the underlying economic conditions have changed. The problem today is 
not different, only more acute.

In considering legislation directing the President to seek an international 
agreement assuring equitable access to the world's raw materials, the Congress 
must address two basic issues. As a practical matter, the benefits to the partici 
pating countries obtaining security of supply must equal the benefits they 
could obtain by retaining independence of action. This has special meaning 
to the United States as a major world supplier. In asking for national and non- 
discriminatory treatment from others, we must examine the impact of such 
rules on our practices. Secondly, if the Congress mandates the President to seek 
international agreement to prevent governments from unilaterally introducing 
export barriers for political reasons, we must be careful that the language is 
such that it is consistent with our own laws and policies.

The issue must be squarely faced. The Congress and the Administration must 
decide whether the trade policy we are to follow is to be based on agreed rules 
of behavior or whether we and other nations will abide by such rules only if 
they are convenient to us. The choice ought to be clear but we must understand 
that it is not easy. The United States, along with many other nations, has occa 
sionally used our trade policy inconsistently. We as a nation must be willing 
to accept internationally agreed constraints on our freedom to act unilaterally 
for domestic or other political purposes in exchange for other nations accepting 
identical constraints.

The Trade Bill in its present form provides basic authority for the President 
to deal with these problems internationally. We are receptive to the proposals 
that have been made in the Senate. We will be putting forward additional 
proposals to amend both the Trade Bill and the Export Administration Act. I 
believe we can work together to find an acceptable formula to cover this serious 
problem.

Trade policies are a difficult balancing of interests. While some workers, 
farmers, and businessmen want open international trade, others want a pro 
tected national market. The perceived benefits of protective trade policies are 
very important to those businesses and workers receiving this assistance; con 
sequently, they are well organized to push their case. However, the costs of 
such policies are spread throughout the economy in the form of higher prices to 
consumers for the products protected and higher costs to producers of competi 
tive goods through inefficient use of available resources. It should also be re 
membered that trade negotiations work on the basis of reciprocity and mutual 
advantage, so that each U.S. industry that receives special protection from 
world competition, reduces our opportunity to eliminate other naion's barriers 
to our exports.

As I pointed out earlier, monetary policies impact decisively on trade policies. 
In the last two years many of the world's major trading nations, including the 
United States, have moved away from inflexibly fixed exchange rates. Neverthe 
less, when financial policy makers see a weakening in their nation's payments 
balance, they may still exercise the option of allowing the exchange rate to move 
downward to make exports cheaper and imports more expensive and thereby 
bringing their trade balance into equilibrium.

The fact that a country may adjust its trade balance by small changes in the 
exchange rate has tremendous implications on the traditional practice of trade 
policy. If a nation establishes high tariff barriers to protect its domestic indus 
tries, the monetary adjustment mechanism which is driven by supply and demand 
forces of the exchange market will move the price of its currency up. As its 
currency upvalues, its exports become less competitive and the imports of its 
trading partners become cheaper and might even become competitive in its in 
ternal market despite the high tariffs. Imposing import restrictions in a world of 
flexible exchange rates will cause an upvaluing of one's currency so that the 
protection from imports afforded some domestic industries will be done at the
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real expense of making domestic export industries less competitive in the world 
market. They would be robbing from Peter to pay Paul.

The dislocations from major economic events, such as the oil crisis, poses the 
danger of a new protectionism. The economic uncertainties triggered by shortages 
and price increases of basic commodities are causing dramatic and rapid shifts 
in demand. The new protectionism would seek to ameliorate the effects of these 
shifts, which are not caused by a fundamental imbalance or foreign competition, 
by restricting imports or by restricting exports of needed raw materials.

This is a prescription for chaos in an interdependent world. We therefore need 
now, even more than a year ago, to press forward on this legislation and the trade 
reform negotiations, in order to prevent the certain catastrophe that protection 
ism would he sure to produce.

We believe that our commitment to the principle of strengthening the role of 
the market in the monetary, trade and investment areas is the right one. Our 
proposals on monetary reform suggest that realistic exchange rates, as deter 
mined by the market, be an important component. Our trade proposals suggest 
that we lower barriers and create a system in which there is a freer flow of goods 
allowing the market to determine which are bought by whom and where. In the 
investment area, we are working for removal of distortions so that the flow of 
capital can be predominantly decided by market forces.

The introduction of the market principle in the monetary area has a liberalizing 
impact on trade. In the same way, the movement towards a more equitable 
and open trading system will have a positive impact on monetary adjustments. 
It is obvious that rationalization of the world economic system cannot succeed 
with restrictive policies in one area and liberal policies in another.

The introduction of the market principle in the monetary area has a liberalizing 
impact on trade. In the same way, the movement towards a more equitable and 
open trading system will have a positive impact on monetary adjustments. It 
is obvious that rationalization of the world economic system cannot succeed with 
restrictive policies in one area and liberal policies in another.

This is equally true of investment. Restrictive or coercive trade policies lead to 
distortions in investment flows and away from the efficient allocation of re 
sources. While one distortion .breeds another, it is also true that the reduction 
of distortions must be approached comprehensively in all areas of international 
economic activity in order to prevent nullification of the benefits to be gained 
from such action.

The United States, with its comparative advantages, has clearly much to gain 
by reliance on the market in the trade area. Given the recent oil and food crises, 
our trade negotiations take on even greater importance. We must not only remove 
barriers to our exports but we must also reach new international understandings 
with respect to export controls so that all importing countries will have a greater 
sense of security of supply and a greater stake in cooperating to make an inter 
dependent world economy work.

If the international economic system, because of the stresses imposed on it by 
these crises, begins to move away from cooperation towards a pattern of inde 
pendent action, not only the U.S. but the world will be poorer for it. As is often 
the case in important negotiations, the only way to keep from sliding backwards 
is to keep moving forward. It is for this reason that I urge this committee to give 
prompt and favorable consideration to the Trade Reform Act of 1973. Upon your 
actions hinge the fate of our efforts to speed the international economic reform 
which is vital for both the prosperity and security of our country.

The CHAIRMAN. Thank you, Mr. Flanigan. In line with the commit 
tee's procedure of occasionally reversing the order of questions, I will 
call on Mr. Roth. I will also suggest that we abide by the 10-minute 
rule and I will ask the staff to keep time on it in the first round of 
questioning and we will see where we stand after we make the first 
round.

Secretary SHULTZ. Does that apply to me, too, Mr. Chairman? 
[Laughter.]

The CHAIRMAN. It is up to each member to try to keep the witness 
from filibustering on his time if he wants to do so. Each Senator will 
have to defend his 10 minutes as best he can.
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TRADE EEFORM URGENT
Senator KOTH. Well, Mr. Secretary and Mr. Flanigan, in a sense 

you have addressed my first question but I think it bears repeating. 
In my opening remarks I mentioned the importance I attached to 
this legislation being adopted as early as possible this year. Yet I find 
there are a number of commentators and a number of so-called ex 
perts who argue that energy and the other shortages, those in agri 
culture, and so forth, that the impact of the higher price of oil, the 
unemployment being experienced not only here but abroad, many 
other factors, mean that there are not going to be meaningful nego 
tiations in the near future. We are really faced with a threat of protec 
tionism. And I wonder, Mr. Secretary, if you would like to add any 
thing as to why you think it is important now that we get this adopted 
as early as possible.

Secretary SHULTZ. Well, I think all of the things that you have 
mentioned argue that we work on this problem more urgently rather 
than less urgently because we have a structure of monetary, trade, and 
investment arrangements around the world. They are under great 
tension and strain and it is important to refresh them and renew them 
particularly since the strain of the events you mentioned puts a great 
deal of pressure on us.

I have been interested in two recent international meetings, the one 
in Home of people gathered to discuss the monetary system, and the 
other here in Washington of people gathered to discuss energy. The 
first was finance-type people and the second was a mixture of finance, 
energy, and foreign ministry. In both cases there was a clear view 
that it was extremely important to maintain and develop work on 
the trade subject and not allow the current very large massive changes 
in the flows of money around the world to degenerate into a kind of 
a trade war. So I think that the factors you mentioned highlight the 
importance of getting on with it rather than suggest that we should 
hold back and wait and see. I am afraid what we would wait and see 
is a deterioration.

INEQUITIES SEEN IN GATT

Senator ROTH. One of the basic objectives spelled out in your testi 
mony is, of course, to try to create a more open trading world, and 
to do it within the framework of GATT. Many feel—I must say I have 
some concern myself—that many of the provisions of GATT make 
an open world more difficult. Since the current legislation does pro 
vide or make provision for renegotiation of some of the GATT provi 
sions, the question I have for you is, is there any evidence, any 
grounds, to believe that some of the provisions in the GATT can be 
modified to eliminate what is basic unfairness to this country?

Let me read you the study made by our Finance Committee: "Non- 
discrimination is intended to be the cardinal principle of GATT. It 
is embodied in Article 1 what you give to one you give to all. This prin 
ciple is aimed at making discriminatory bilateral agreements and 
special commercial relationships. However, GATT sanctions departure 
from MFN." The study goes on to snell out some of the things that 
happened in the Common Market. The same question arises on how 
to treat different types of taxes. I wonder, Mr. Secretary, or Mr. Flani-
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gan, are there any grounds for optimum that our trading partners 
are willing to make GATT a fairer agreement ?

Secretary SHTJLTZ. Yes, I think so. I think there is a willingness to 
examine the general agreement. There are committees that have al 
ready been set up on some items and, of course, we seek in this bill 
a certain amount or ability to pressure on just the points that you men 
tioned. For example, the business of setting up reverse preferences 
and creating a block that way, well, we seek to get at that not only in a 
negotiating sense but also in the sense of saying that as a restriction 
on the generalized preferences asked for here that countries that have 
reverse preferences will not get them from us. So we are trying to 
break that down, what we regard as a bad practice and to which 
you referred. So I think, yes, is the answer to your question.

POSSIBILITY OF BENEFICIARIES OF FREER TRADE SUPPORTING 
ADJUSTMENT ASSISTANCE

Senator ROTH. Mr. Flanigan in your testimony you mention that 
the third purpose of this bill is to enable us to act effectively to ease 
the adjustment of American workers and industries to fair import 
competition when these imports increase at a rate which causes or 
threatens serious injury.

You also state, as the benefits of trade are shared by the entire coun 
try, it is certainly fair that the cost of any adjustments to such trade 
are also shared.

I wonder if anyone in the administration has given any thought as 
to how we should try to finance these special benefits. I think that 
rightly so that the workers who see their jobs possibly disappearing 
have a legitimate gripe if we don't take care of them. As one who 
also is somewhat concerned about the balancing of the budget, I am 
concerned as to how we are going to finance some of these benefits. I 
am not sure the financing we have in the present legislation is adequate.

Why shouldn't those who benefit from trade, both exporters and 
importers, by some tax mechanism, help finance these benefits. 
I wonder if any thought has been given to this approach. In other 
words, if we are going to promote trade, and trade is going to ad 
versely affect some workers, some industries, shouldn't those who 
particularly benefit from the liberal trade policies have an obliga 
tion to carry that burden ? We are going to look, I think, in the near 
future at some of our tax legislation, tax credits. Perhaps it would 
be wise to let all countries as well know there will be some slight tax 
of some sort imposed on trade that would be used as a means of 
financing these benefits. Has any thought been given within the ad 
ministration to such an approach ?

Mr. FLANIGAN. I hate to overburden the Secretary of the Treasury, 
but financing our expenditures and taxes is his responsibility so I 
think he is probably the one who should answer your question.

Secretary SHULTZ. Well, I think, first, that everybody benefits. It 
isn't just people who happen to export or import who benefit from 
trade, but everybody gains the benefits from trade. They are widely 
shared, and the difficulties are experienced by a relatively few whose 
jobs happen to be affected, or businesses. I think we should share this
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problem of helping those who are especially disadvantaged by trade 
widely.

My own feeling is that it is better to improve the unemployment 
insurance system generally than it is to provide something special in 
the field of trade. If we think that our system of unemployment in 
surance is adequate, and I do, then we should change it and make 
it adequate. We should do what the President proposed, apply Fed 
eral standards for benefit levels so that they get up to an adequate 
level, expand the coverage of the benefits so that they apply more 
comprehensively, and most recently he proposed a trigger mechanism 
that would go to particular areas, metropolitan areas, rather than 
States, in the triggering of additional duration for benefits. I think 
that is a better approach. The fact that with the energy business, we 
talk about special unemployment compensation there only suggests 
the importance of generalizing rather than particularizing it. I would 
have to say the House rejected that argument. They are wrong, I am 
right, but anyway they won. [Laughter.]

So here we are, and now we go on within the framework of the 
adjustment assistance program, which I accept as a good second best, 
and I think here there is a real financing problem, and it seems to 
us, it seems to me, that the additional—the first increment of adjust 
ment assistance paid to workers should be part of the regular unem 
ployment compensation system in the State. It is set up for the purpose 
of helping people make adjustments and having it administered so 
that State funds take part in the program, gives the States a. proper 
stake in good administration of the program.

As you know, the way the House bill sets it up, you get a flow of 
funds into the Federal Treasury which finances the whole thing and 
I don't think that is a sound way to go about it.

Senator ROTH. I would just like to follow up. You would agree that 
while the entire country benefits from liberalized trade, and that there 
are certain industries, that benefit somewhat more just as there are 
going to be certain domestic industries that are going to suffer more.

I think you will also have to agree we have a deficit in Federal 
spending. So I wonder if it does not make good sense to try to find some 
vehicle, some means of having those who benefit most at least sharing 
more of the cost of liberalized trade policy ?

Secretary SHULTZ. Well, it is obviously true that those who are 
participating in something that is their livelihood and, therefore, 
benefit more from it than other people do. I suppose you could say 
the people as a whole benefit from the actions of the U.S. Senate, but 
would you say that each Senator benefits more than the average citi 
zen just because you happen to participate in it? I do not suppose so. 
I suppose people could probably do better for themselves in a narrow 
sense if they did not happen to be sitting here.

So I do not think it necessarily follows that because somebody is 
engaged in a particular line of activity that there is a special kind of a 
benefit there, but rather that in a large economy that permits speciali 
zation, one of the advantages we have is that it sorts people out accord 
ing to their comparative advantages within the country. And that is 
a good thing, but it does not seem to me that we should put a special 
burden on exporters or importers for this assistance.

Senator ROTH. My time is up. I hope to explore this subject matter 
further.
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The CHAIRMAN. Senator Mondale.
Senator MONDALE. Thank you, Mr. Chairman.
Traditionally, trade negotiations have concentrated largely on the 

question of access to markets—of how exports can be introduced into a 
consuming country despite a host of protective measures, duties, and 
nontariff barriers.

PROTECTION NEEDED AGAINST FUTURE EMBARGOES

Although access to markets continues to be a very serious problem, 
the world is confronted with disastrous, if not revolutionary, new 
strategy of the monopolistic control of short supply materials par 
ticularly crucial to the economies of developed nations. The strategy 
with respect to the oil exporting countries, is I think, the classic exam 
ple today. We may well have many others in the near future as a re 
sult of the success of the oil embargo and resultant price increases.

It seems to me that we must concentrate in this bill not only on 
the traditional problem of access to a market. We must come up with 
remedies that will protect us from future embargoes of the scarce 
raw materials. If we do not, we are going to have massive inflation 
around the world, unemployment and maybe even more.

There is a story in this morning's New York Times about the polit 
ical troubles that are sweeping democracies in Europe. This, I think, 
is a direct result of the problem of the inflationary prices of oil and of 
other products in short supply. The British election has caused the 
British Government to be paralyzed. We have seen earlier elections in 
Holland and Denmark. There was an election this morning that under 
mines the credibility of the Germany Government. The Scandinavian 
democracies are mostly in deadlock. As I go around our own country, 
I find people desperate about inflation. Of course, some of this infla 
tion is oil-induced, and some of it is food-induced. But both are part 
of the fundamental problem: What do we do about limited supplies of 
commodities that are critical where a few countries can combine to 
restrict supply and extort high prices, often not just for economic 
reasons but for political reasons as well ?

I know you have commented on some of this in your statement. In 
your opinion, does this bill contain remedies that will meet these prob 
lems, how would those remedies work and, would they be effective?

Secretary SHULTZ. I think the problem that you have identified here 
and in earlier statements is a very important one, and it is not ade 
quately represented in the bill that came over from the House or that 
we originally proposed. There are things in the bill that will help us 
in this regard, and perhaps they should be sort of organized to be 
more clear, and then accompanied with some other things. Just what 
those other things should be, I think is—I do not have a set mind on 
that subject at all. It seems to me it is a good subject to explore because 
I do not think that we are adequately equipped.

But it seems to me there are the following things to be said: First, 
in terms of tools to do something about a situation that you do not 
like, our ability to retaliate should be clear, and I think it is pretty 
well defined in the bill as it stands now; and, second, it would be 
desirable to negotiate internationally agreed rules with the expectation 
that there will be action not just by us but internationally if somebody
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violates those rules. I think probably we have the ingredients of that 
in the bill, although again it might be well to bring it out more clearly.

Now, of course, the crux of the matter is, what are reasonable rules. 
And certainly, if somebody has commodities within their borders and 
they are theirs, you cannot take them away from them. But it seems 
to me that people who trade with them are entitled to have some sense 
of stability about the conditions under which they are going to be 
traded, that they are not going to be traded on a discriminatory basis.

I think it is sort of on the other side of the coin that nondiscrimina- 
tion in access to markets might be applied here. I suppose it would be 
kind of an ideal if we could have an international Sherman antitrust 
law but I do not know whether we could find the right forum to pass 
such a law, but I think the general idea somehow or other has to be 
worked out.

So I believe that you have identified an important problem, and I 
think there are some things that will help with it in the bill and I also 
believe we have a lot more thinking to do before we get to where we 
want to go.

I guess Mr. Flanigan has something.
Mr. FLANIGAN. May I add a thought that I alluded to in my pre 

pared statement, Senator, and that is the fact is in considering this 
problem we have to consider it not only as a consumer, which we are, 
but also from the point of view of a supplier. The bulk of our wheat 
crop, as you know, each year is exported and in terms of the percen 
tage which that export from the United States represents in world 
trade we are more important in the world trade in wheat than all 
the Persian Gulf nations taken together are in oil.

Senator MONDALE. May I interrupt, because I believe your answer 
shows both sides of the problem——

Mr. FLANIGAN. Yes.
Senator MONDALE. I do not mean to argue that the producing coun 

tries do not have rights. They also, of course, have economic rights. 
Indeed, some of the poorer countries almost have a moral claim on 
the rest of us for a better break. And as we found in wheat, and with 
soybeans, we have problems, too. Eight now we are the world's most 
bountiful producer of agricultural products. But, the wheat sales, for 
example, are going to contribute to inflation in food because we have 
had a policy of letting this grain go into the world trade market and 
we are now down to very, very limited supplies. As a result, I antici 
pate substantial increases in food prices, not just in wheat but in re 
lated grains.

We need to establish some civilized rules which recognize the right 
of both producing and consuming countries. These rules should per 
mit producing countries, as in the case of wheat, to have some right 
over that production so that they can keep the domestic food prices 
in line. But these rules should also recognize legitimate claims of 
international trade.

But what OPEC stands for, it seems to me, is an outrageous, un 
civilized, extorting, monopolistic strategy to take a critical world com 
modity, increase the price out of any economic proportion, not only 
to generate revenues but to extort political concessions as well, to the 
point that the oil prices are doing more to break up NATO and the 
Common Market than the Russians ever could do. If we cannot do
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something about inflation in this country, I believe we could well 
find governmental instability here.

Mr. FLANTGAN. Senator, I would not for one moment suggest there 
is any relationship between our actions with regard to food supplies, 
because we have been the most accessible market in general, and 
OPEC actions with regard to oil supplies. But in considering the 
problem, and particularly in considering your suggestion that we 
create some mechanism which will avoid inflation here, we should re 
member that that mechanism as imposed last year on soybeans, while 
it did have an effect for a period of time to lower soybean prices here, 
also created additional inflation abroad.

Senator MONDALE. Yes.
Mr. FLANIGAN. And you are concerned not only about inflation here 

but the effect of inflation all over the world.
Senator MONDALE. I will just make this one observation. I know the 

Government imposed it out of desperation, and that it did not want 
to do it. But we did not do it for political reasons. We did it because we 
were going to have all of our soybeans sold.

Secretary SHTTLTZ. Well, I think it is a good case and it shows the 
limits, too, of what can be done. In my judgment, our soybean action 
pricked a speculative bubble and brought the price down for every 
body. We did not keep those controls on long enough to really dis 
comfort anybody, although we scared a lot of people, and in many 
ways it was unfortunate, but nevertheless, we were faced with a criti 
cal situation.

Now, I think the soybean example illustrates, however, some of the 
limits of what a given country can do because the high soybeans prices 
have brought soybeans onto the market at a terrific clip, not only here 
but elsewhere—Brazil, which I believe, historically has been a big 
exporter of coffee, and that has been their biggest export by far, I 
think their second product is soybeans, so it has come fast. So supplies 
of many, but not all commodities come forward from other sources 
and we do have to think, and we have been thinking very hard about 
this, and I believe properly, across the board in agriculture. We have 
to think of the American farmer, and in soybeans groups of farmers 
have promoted that market on a world basis, just as we depend for 
two-thirds of our market for wheat on world markets. It is important 
to somebody who is a producer to have a reputation as a reliable sup 
plier, and so there is a certain competitive aspect to this thing.

Now, I think myself that the oil producing countries have got the 
price too high for their own good. It is not good cartel policy if you 
look at it just from that standpoint. I think that, myself, if things 
stay the way they are—I do not believe they will, but if they did— 
that, say, 6 or 7 years from now they would look back and say, "What 
a disaster we perpetrated on ourselves," because of the increases of 
supplies that are going to come forward, and come forward on a mas 
sive scale under these circumstances. So I think there are some sort of 
economic limits as well as limits to be negotiated. But again, I think 
your point is very good and it needs to be worked on hard in this bill.

The CHAIRMAN. Senator Packwood.
Senator PACKWOOD. Gentlemen, I am late and if you covered part of 

this in your testimony, if you would tell me, I would appreciate it.
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U.S. EMBARGO POWERS
At the time of the embargo of soybeans we had before the Banking 

Committee a question of the export control authority and there was 
some question at the time about the legal right to embargo. The admin 
istration was asking for additional authority to embargo. I assume you 
would immediately have the power to embargo wheat now if you 
wanted to.

Secretary SHTJLTZ. I think so; yes.
Senator PACKWOOD. We are projected——
Secretary SHTJLTZ. But I would like to enter the caveat that no one 

should take that remark as meaning we are about to do so.
Senator PACKWOOD. Oh, no, I wanted to know about the authority.
Secretary SHTJLTZ. I say that because this is such a touchy business, 

and you mention that word and you start off a chain of events that is 
very disruptive. It is like price controls, the existence of the ability to 
control prices brings about price increases.

Senator PACKWOOD. I do not want to get us into a bind and have 
the administration come forward and say, "We do not have the author 
ity," and I am curious if it exists.

Secretary SHTJLTZ. I think the act, the basic act, is up for renewal 
June 30. I think it expires, so in any case, it has to be renewed and 
examined.

Senator PACKWOOD. Very good.
We are projected to have 2.1 billion bushels of wheat this year and 

we normally use 700 or 800 million bushels domestically. Do you know 
what part of that difference is already contracted for exports ?

Secretary SHTJLTZ. Well, we have an extensive set of information on 
domestic demand and exports recorded and also export contracts. Con 
tracts to export are, the statistics on that are tricky to evaluate because 
again the thought in some people's mind that there might be controls 
suggested to them they ought to enlarge the volume of their export con 
tracts so if there is a cutback they are way up here and they would only 
be cut back to there, which is where they wanted to be anyway. So 
that you can deceive yourself with some of these figures. But we have 
been working within the administration to have a good understand 
ing of this, and to take steps that will insure that we will bridge over 
to the next crop year in a proper fashion.

Senator PACKWOOD. Would the power of embargo include the power 
to embargo wheat already sold under concluded contracts?

Secretary SHTJLTZ. I am sorry, I could not hear you very well.
Senator PACKWOOD. Does the power to embargo include the power to 

embargo wheat already sold for export under completed contracts ?
Secretary SHTJLTZ. Well, one of the problems, of course, is that—we 

ran into this in the soybean case—is you get to the point where there 
is more sold than there is. That is what the situation was, at least ac 
cording to the contracts. There were more soybeans bought than ex 
isted, and so if you are going to cut off some place you are going to cut 
into some contracts, and, of course, that is undesirable.

FLEXIBLE EXCHANGE KATES
Senator PACKWOOD. Let me switch gears on you now, George. In your 

testimony, you talk about the counterveiling duty law. I am not too 
familiar with it but I assume as I read your testimony, it gives you
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some kind of unilateral power to respond to what we would call unfair 
unilateral export subsidies; is that correct?

Secretary SHULTZ. Yes.
Senator PACK.WOOD. OK, the value added tax, your view in a value 

added tax to exporters, as I understand.
Secretary SHULTZ. That is correct.
Senator PACKWOOD. Is that a serious detriment to our competing on 

our exports ?
Secretary SHULTZ. Not in the world of flexible exchange rates.
Senator PACKWOOD. Why ?
'Secretary SHTJLTZ. Because I believe the export subsidy question, as 

I said in my (testimony, needs to be 'worked on so that we can get some 
multilateral agreements on what we mean by an export subsidy and 
what we do not mean, and so on. But I think that the problem is less 
serious when exchange rates can take account of particular efforts that 
may be made by a country to affect its flow of trade. In other words, 
an export subsidy in a sense, can be defined as a partial devaluation, 
that is what it amounts to. It -affects only certain products and it af 
fects only one side of trade, affects every export-import trade but it 
has that general effect. When we had a system of fixed exchange rates, 
particularly from our point of view, where everybody could sort of 
operate against us, which was the situation we were enduring for low 
these many years, then it constituted a great problem. But I think now, 
while it is still a problem that needs very much to be worked on, it is a 
lesser one.

Senator PACKWOOD. Do you expect we are going to stick with the 
flexible rates for an extended period of time ?

Secretary SHULTZ. Yes.
Senator PACKWOOD. I have no other questions, Mr. Chairman.
The CHAIRMAN. Senator Byrd.
Senator BYRD. Thank you, Mr. Chairman.

PROBLEMS IN THE SHOE INDUSTRY

The shoe industry provides a great many jobs in many States, it 
provides a lot of jobs in Virginia, and I want to ask three or four 
questions in this regard. I have got for myself and for my colleague 
from Rhode Island, Senator Pastore.

M... Flanigan, over 3 years ago the Tariff Commission submitted to 
the President a split decision in the escape clause investigation cover 
ing nonrubber footwear which the President himself had initiated. 
As I understand it, that was the first and only time to date that a 
President of the United States has asked for such an escape clause in 
vestigation. Is my understanding correct ?

Mr. FLANIGAN. I do not know whether that was the only 'occasion in 
which such had been—Ambassador Eberle says it is correct.

Senator BYRD. It is the only case. Since the tie decision has been 
submitted to the President there has 'been no action taken by the White 
House. Could you tell us what the status of that tie decision is and 
when the nonrubber footwear industry and the Congress might expect 
some resolution of the escape matter now before the President?

Mr. FLANIGAN. 'Senator, the fact is that there was some action taken 
and some successful action, though not the action that the industry 
itself wanted under that split decision. At the time the decision was
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rendered, the vote was taken, the major source of imports was Italy, 
and the second major source was Spain. The administration, recogniz 
ing the broad economic relations, particularly trade relations, that 
existed with these countries, undertook to negotiate a voluntary re 
straint agreement with these countries, and. did so successfully with 
Italy and, I think, if you look at the record in the last couple of years 
you will find that they have not taken an increasing share of our shoe 
market.

We also, while having a very significant trade surplus in a broad 
range of goods with Spain, only partly offset by their surplus re 
sulting from shoes, did discuss with the Spanish -this problem. "We 
did not get a voluntary restraint agreement but we have found, again 
if you look, that within the last year imports from Spain have leveled 
off and are no longer increasing as a percent of our market from a 
volume point of view.

There were, however, two new entrants into the market, Brazil and 
Argentina. Both have been very, very small. I think Brazil is just 2 
or 3 percent of the market, and Argentina less than 1.

The Treasury is conducting an investigation of the matter to see 
what the facts are, and that investigation is currently being pur 
sued.

But I would suggest that the two major exporters to the United 
States have leveled off in their growth and they are no longer in 
creasing their percentage of the market. The others that the Treasury 
is investigating are currently a very small percent of the market.

Senator BYKD. The Treasury is investigating under the counter 
vailing statute, I believe.

Mr. FLANIGAN. That is correct, and that, I believe, is the area in 
question.

Senator BYED. How does that differ from this escape clause ?
Secretary SHTJLTZ. They are two separate acts. In the countervailing 

duty situation the question is asked is whether this particular export 
is receiving a subsidy from the .State or a bounty, and if the report is 
being subsidized then the Treasury may countervail to the extent of the 
subsidy. That is a different kind of a question.

Senator BYKD. That is a different action from what we were speak 
ing of a moment ago on the escape clause.

Now, Mr. Flanigan, has the escape clause decision—do you feel 
that has been complied with, is that your testimony ?

Mr. FI^ANTOAN. Well, it was a split decision.
Senator BYED. It was a tie decision.
Mr. FLANIGAN. As you pointed out, Senator, so I do not think it 

was a matter of compliance. I think it was a concern and we attacked 
it in the two major cases through what seemed to us a more appro 
priate and better method, in the best interests of our exporters and of 
the international, economic community as a whole. If there is a prob 
lem with regard to these two remaining areas in which there is a 
growth, although it is on a very small base, that it is appropriate that 
it be done on the countervailing duty method basis.

Senator BYED. Mr. Secretary, could I ask you then, about the status 
of the countervailing duty ? The first petition to the Treasury Depart 
ment was submitted over a year ago, and the second about 8 months. To 
date, as I understand it, no action has been taken. I note in the Federal 
Register that the Treasury Department is proceeding to investigate. 
Is that the status 1
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Secretary SHTJLTZ. Well, the Treasury Department is investigating, 
although our investigation is not as yet in a formal stage. We are try 
ing to find out in a less than formal way as much as we can about the 
Spain, Brazil, and Argentina areas, which seem to be the ones involved.

Senator BYRD. A year is a rather substantial period, is it not ?
Secretary SHTJLTZ. Well, we have gotten a fair degree of progress, 

but not as much as we would like.
Senator BYED. What progress has been made?
Secretary SHTJLTZ. We have received, I think, a fair amount of in 

formation from Spain and we are in the process of evaluating that. In 
the case of Argentina, the amount of exports coming to us is really 
minuscule. It does not seem to be large enough to warrant us moving 
forward.

In the case of Brazil, we are trying to get a better understanding 
of their export subsidy practices, and we do not feel we have sufficiently 
gotten that as yet.

Senator BYRD. Could you indicate as to when action or investigation 
might be completed and when it might be analyzed ?

Secretary SHTJLTZ. Well, I hesitate to lay down a precise date, al 
though I suspect that one reason why the House put in a 1-year time- 
span on these matters is in order to prod us along.

Senator BYRD. Well, the year has expired, has it not ?
Secretary SHTJLTZ. Eight.
Senator BYRD. Well, may I draw the conclusion from your testimony 

that expeditious action will be forthcoming ?
Secretary SHTJLTZ. Always, always. [Laughter.] Expeditious as is 

appropriate under the circumstances. [Laughter.]
(Senator BYRD. With the nonrubber footwear industry having lost 

better than 40 percent of its market to import footwear, do I judge 
from your testimony that there will or will not be relief in sight ?

Secretary SHTJLTZ. Well, I can speak about countervailing, and to 
the extent that we find that this 40 percent is supported by subsidies 
from governments, and I do not believe it is, but to the extent that we 
find that, then we would countervail.

Senator BYRD. But your investigation does not at this point bear 
that out ?

Secretary SHTJLTZ. The three countries that we are currently re 
viewing do not amount to anything like that proportion of the total.

Senator BYRD. There has been some suggestion about the possibil 
ity of negotiating an international agreement to limit trade in non- 
rubber footwear such as the multilateral fiber arrangements recently 
negotiated in textiles does that seem a feasible action ?

Secretary SHTJLTZ. Ambassador Eberle volunteers to that. He is 
the expert.

Mr. EBERLE. Senator Byrd, there has not been the same interest as 
in the textile industry. There are a few countries involved. At this 
point my judgment would be it would not be practical.

Senator BYRD. It would not be practical.
I have another subject but how much time do I have remaining?
Senator HANSEN. May I yield 2 minutes of my time to Senator 

Byrd, Mr. Chairman ?
Senator BYRD. I thank my colleague from Wyoming.
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REPAYMENT OF RUSSIAN DEBT CONTINGENT ON MFN STATUS

Mr. Secretary, on the settlement of the Russian debt, much of that 
settlement was made conditional on the Soviet Union obtaining most- 
favored-nation status. That is correct, is it not?

Secretary SHULTZ, We are trying to call that nondiscriminatory 
treatment status. But with that amendment, that is correct.

Senator BYED. Whether or not Russia obtains certain concessions, 
trade concessions, bears on whether or not she has agreed to pay a 
substantial part of her debt, does it not ?

Secretary SCHULTZ. There has been an effort to negotiate an under 
standing about conditions of trade between the two countries, and 
one of those conditions is that imports from Russia be treated in 
the same manner as imports from other countries are treated so far as 
tariffs are concerned and another portion has to do with the debt 
Until we are able to implement the whole agreement, it is not pos 
sible to have it totally implemented in each of its parts.

Senator BYKD. So the unconditional part of the debt was that she 
agreed to pay it was $48 million and 2 percent of the total. The con- 

.ditional part was $674 million. I wonder who established that con 
dition and why was it done ?

Secretary SHULTZ. I think Mr. Flanigan was there and perhaps 
he can comment on that.

Mr. FLANIGAN. There was an agreement on the part of the Soviets to 
begin the repayment of their lend-lease debt in the amount that was 
negotiated. They pointed out that the original lend-lease agreement 
made repayment conditional on normal trading relations existing 
between the lender and the borrower, and they interpreted these normal 
trading relations to be nondiscriminatory trade treatment.

They agreed to begin the payment of the debt, the first tranche, on 
the assumption that they would get nondiscriminatory trade treat 
ment, but they put a time limit, Senator, on that period after which 
they would suspend repayment until such nondiscriminatory trade 
treatment was put into effect. It was that time limit, its expiration, 
which I do not recall exactly but I think it was about a year, which 
determined how much would be paid before they would expect as a 
condition of continued payments nondiscriminatory trade treatment 
to their goods entering the United States.

Senator BYRD. I think in regard to that agreement, the same as to 
the other agreements made with Russia in 1972, the United States 
came out second best by far. I do not want to take more of Senator 
Hansen's time, but I ask unanimous consent, Mr. Chairman, to insert 
in the record at this point pages 17, 18, and part of page 19 of the 
hearing before the Subcommittee on International Finance and Re 
sources of the Finance Committee, October 29,1973, dealing with the 
subject.

The CHAIRMAN. Without objection, it will 'be done.
[The excerpt referred to follows:]

Senator BYBD. May I interrupt at this point? The amount which the Soviet 
Union owed the United 'States was $2.6 billion; is that right?

Mr. WEINTRAUB. No. sir. There had been no agreed amount that the Soviet 
Union owed the United States. This was subject to a negotiating procedure.

'Senator BYKD. What the United States claimed the Soviet Union owed the 
United States was $2.6 billion.



187

Mr. WEINTRAUB. It was at very early stages of the negotiation process.
Senator BYRD. That is right. But at one point or other the United States 

contended that the Soviet Union owed the United States $2.6 billion; is that not 
correct?

Mr. WEiNTBArs. This is true. But the discussions had broken off some 10 years 
previous to that. The amount we were seeking then was some $800 million.

Senator BYRD. I would like to read into the record at this point a statement 
which you made in testifying February 18, 1972, before the House Subcommittee 
on Foreign Operations and Government Information :

"In lend-lease settlement negotiation with our allies, including the Soviet 
Union, it was our policy to seek payment only for those goods which had use 
fulness in the civilian economy. After repeated requests for an inventory of 
these civilian-type articles in the Soviet Union went unanaswered, the United 
States estimated their value at approximately $2.6 billion."

So I think it is clear from your testimony as well as from other facts that are 
available that the United 'States did feel that the Soviet Union, did contend that 
the Soviet Union owed the United States $2.6 billion.

Mr. WEINTRAUB. I do not contest the statement you just read.
Senator BYRD. Thank you.
Mr. WEINTRATJB. In negotiating repayment agreements with all major lend- 

lease recipients, the United 'States has sought no payment for goods lost, con 
sumed, or destroyed during the war or for combat items letf over at the war's 
end. We have sought payment for civilian-type goods which survived hostilities 
and for all goods "in the pipeline" but delivered after the lend-lease program 
formally ended (September 20,1945).

The Soviet Union had been making regular payments on the "pipeline" ac 
count and the remainder due oil that account was included in the global sum of 
the overall settlement.

Negotiations with the Soviet Union to reach agreement on the amount to be 
paid for civilian-type goods had foundered over the years on two points: First, 
there was no agreed statistical base on which to base the value of such goods 
remaining in Soviet hands. The Soviet Union did not present an inventory of 
what they had and rejected the estimates which had been put forward toy our 
Government. Settlement figures offered by the Soviet Union during the inter 
mittent negotiations were always uuacceptably low. This is the point that you 
just referred to a moment ago, Mr. Chairman.

Second, the Soviet Union wanted the United States to give effect to article VII 
of the standard lend-lease agreement which stated that the terms and conditions 
for repayment "shall be such as not to burden commerce between the two coun 
tries, but to promote mutually advantageous economic relations between them 
and the betterment of worldwide economic relations." The article also specially 
mentioned "agreed action" directed to the "elimination of all forms of dis 
criminatory treatment in international commerce, and to the reduction of tariffs 
and other trade barriers." The Soviet Union argued that article VII indicated 
to them the prospect of improved economic relations, but that the United States, 
in 1U51, had terminated the most-favored-nation tariff treatment that the Soviet 
goods had previously received under a 1937 commercial agreement. Thus, for 
the Soviets, a resumption of most-favored-nation treatment became a condition 
for a final lend-lease settlement. We argued that a lend-lease settlement was a 
condition for even considering most-favored-uation treatment.

The agreement of last October combined a settlement figure close to that which 
had been requested by the United States previously, and comparable to that 
reached with other World War II allies.

Senator BYRD. How do you justify that assertion when you just pointed out 
that in your testimony of February 18, 1972, that the Soviet Union owed $2.0 
billion?

Mr. WEINTRAUB. From the first inventory given we thought the Soviet Union 
owed was $2.6 billion. When the discussion broke up in 1952 the figure that the 
executive branch was then seeking to get as a result of give and take over the 
interim years was $800 million.

Senator BYRD. The fact is, it gets back to the original figure of what we claimed 
was owed to us. And under your own testimony as well as other facts and 
figures that have been submitted, it is $2.6 billion. Thus, the settlement is no 
where near the ai110™* really owed to us, it is about 30 cents on the dollar.

Mr. WEINTRAUB- I w111 submit for the record, Mr. Chairman, a publication on 
•the lend-lease settlement of the Soviet Union which compares it with the lend-
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lease settlement of the United Kingdom. And the United Kingdom's was typical 
of some of the other lend-lease settlements—in order to give some indication of 
what was received on the dollar in the lend-lease.

Senator BYBD. What I am suggesting is, and the point I think the record 
ought to show, is that the U.S. Government contended that the Soviet Unioa 
owed the United States $2.6 billion. And you have testified to that. So I do not 
think that is a point at issues at all.

Mr. WETNTBAUB. I am not quarrelling with that issue.
Senator BYBD. Will you proceed?
Mr. WEINTRATJB. The agreement contained a provision making payment of 

$674 million of the $722 million conditional upon re-extension of most-favored- 
nation tariff treatment to Soviet goods. As you know, the administration has 
requested congressional authorization to extend most-favored-nation treatment 
to the Soviet Union as part of the Trade Reform Act of 1973.

I might note that the Soviet Union already has paid $36 million of the $48 
million payment which is unconditional under the agreement.

For the record, I am submitting an information sheet giving additional de 
tails on the terms of the final settlement and a comparison of that agreement 
with the lend-lease accord with the United Kingdom. And as I stated earlier, 
for the record, if agreeable, 1 will submit an information sheet giving additional 
details on it.

Senator BYKD. It will be inserted in the record.
Mr. WEINTBAUB. I will be very brief on World War I debts.
Senator BYRD. Before we get into World War I debts, let me ask you a mo 

ment about this proposed agreement with the Soviet Union. They will pay at 
least $722 million by July 1, the year 2001. Why would it say at least $722 
million? Is that the figure? Why do you use at least $722 million?

Mr. WEINTBAUB. The figure is because the Soviet Union has been allowed to 
defer any annual payment up to four annual payments, if they find themselves in 
difficulty in any given year during that period of time.

Senator BYBD. How much is she supposed to pay a year under this agreement?
Mr. WEINTBAUB. I am not sure how their payment schedule works, sir. In order 

to be able to conclude the $722 million by the year 2001, I would have to make 
that calculation. I am not sure, sir.

Senator BYBD. What interest rate?
Mr. WEINTBAUB. The interest rate is 3 percent.
Senator BYBD. The interest rate is 3 percent?
Mr. WEINTRAUB. That is correct.
Senator BYBD. The information I have is that they would pay $12 million in 

October 1972, $24 million in July of 1973. $12 million in July of 1975, and the 
balance in equal installments of roughly $24 million. The interest rate would be 
3 percent, and they would pay the $700 million over a period between now and 
July 1, the year 2001.

Just one other question in that connection. The agreement that was made by 
the State Department and the Soviet Union, will that agreement be submitted 
to the Congress for consideration ?

Mr. WEINTBAUB. I do not believe so, sir.
Senator BYBD. Thank you.
Senator BYRD. I thank my dear friend from Wyoming.
The, CHAIRMAN. Senator Hansen.
Senator HANSEN. Mr. Chairman, first let me compliment you on 

the initiative you have taken in calling these hearings and getting 
some of the legislation that the Congress is considering back into the 
proper committees. I think, as a member of the Interior Committee, 
we were going to take over Finance and Commerce and several others, 
and I agree with what you are doing here this morning.

Mr. Secretary, from time to time, I have viewed with complete- 
approbation your position on wage and price, controls and your urging 
this country to return to a free economy insofar as the restrictions that 
have been imposed through the Price Stabilization Act is concerned. 
I understand further you have said so long as it is the law you will 
do your best to try to make it work, but you believe in the long run
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we will be better served if the free play in the marketplace can work 
uninhibited and unfettered. Is this essentially an accurate statement ? 

Secretary SETOLTZ. Yes, sir.

OIL PEICES AND AVAILABILITY
Senator HANSEN. I note in your testimony you state and I quote:
Solutions to the energy problem can come about only through the development 

of new forms of international cooperation.
I recall in the last couple of weeks that Kuwait has been unable to 

get many bids for oil which it has offered to sell at not less than $11.50 
per barrel for crude.

It is my. feeling, and I think it comes into focus this week because 
of the announced intention of the President, to veto the energy bill, 
that maybe we ought to think more about what the forces in the 
marketplace would do for our domestic supply here.

Would it be fair to say that given the incentive that presently exists 
in the market, we may very well anticipate the earlier coming of a 
viable oil shale operation than would have been the case, or that will 
be the case if we roll the price back to five and a quarter a barrel ?

Secretary SHULTZ. Yes; I certainly agree with that.
Senator HANSEN. I am told by people who have been working out 

in the Kocky Mountain area in Colorado, Wyoming, and Utah, that 
if the price of crude could be up somewhere near where it is now, 
which domestically is around $10 or perhaps a little bit more, that 
there would be every reason to think that the technology soon could 
be developed that would within a few years, make a very substantial 
contribution to our energy supply. Do you share that view?

Secretary SHULTZ. Yes, sir, I do. You hear all kinds of estimates 
of the cost of bringing in substantial oil shale, for example, or other 
alternative sources. Some are very low compared with current prices, 
some are in the neighborhood of them. We tried to figure out what we 
thought was a long-term supply price for oil in this country, that 
is a price at which there would be enough supply to clear the market 
and from domestic sources only and we thought it was probably in 
the neighborhood of $7. But it is a very difficult thing to estimate and 
I would not put much reliability on anybody's estimate. It seems to me 
we are better off to let the market operate and let people make their 
own judgments about what they think they are willing to invest in. 
That is the way our system has worked in the past and we have worked 
through these kinds of problems. And it seems to me that is the way 
to do it now.

Senator HANSEN. Well, critics of the industry have repeatedly been 
quick to point out that there are no lines of waiting motorists to be 
found anywhere in Europe, that only here in America can they be 
found and that there are some who say the world is awash with oil 
everywhere except in the United States. Is it not true that in Europe 
the price of oil and gasoline is substantially higher than it is in the 
United States. Would it be your feeling that the price mechanism, 
working as it does there, probably accounts for the fact that there
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are not motorists lined up and that the supply has cleared the market ? 
Would you comment on that ?

Secretary SHULTZ. Well, where you have a commodity being sold at 
some price and everybody who wants to get it at that price can get it, 
then you have got a market clearing price, and so they have market 
clearing prices in Europe. They are astronomical by our standards. Of 
course, they include a very large component of excise taxes, and the 
Europeans, because of these excise taxes, even in times of cheap oil 
had high prices, mostly for gasoline. They thereby accustomed them 
selves and made the kind of adjustments that one makes when the price 
of something is very high, particularly small cars, as an example, and 
motorcycles and bicycles and so forth. We have suddenly been hit 
by this rapid change in price and the shift over of people's reactions 
to that high price to less energy consuming things such as small cars 
causes us in a way more of a transition than it does them.

I believe the only other country that is having real trouble with lines 
and rationing and stuff like that is Italy, and they have some of the 
same efforts to control the price that they do.

TRADE DEFICITS AND KISIXG IMPORTED OIL PRICES

Senator HAXSEN. In your statement you assert that deficits arising 
from the rising costs of oil imports should not call for action to redress 
the trade balance. I am not sure I understand exactly what you mean 
by that statement. How do you anticipate the Europeans and the Japa 
nese will react to their trade deficits caused by oil imports?

Secretary SHTJLTZ. Well, the problem—I hope that people will react 
by not sort of overreacting and trying to cure that balance-of-payments 
problem on the trade account because by definition it cannot be done. 
That is, you have a situation in which a large flow of added foreign 
exchange is going to countries that do not want to import to the extent 
of their exports and so they will just accumulate a large balance, and 
that means that the world as a whole cannot achieve a trade balance. 
An individual country may, but if everybody tries to by competitive 
practices, no one will succeed, and we will just undercut each other. 
So try to keep the situation in place.

Now, what we are seeing in the exchange markets is a reflection of 
the uncertainties created by this sudden large amount of money which 
we know is not just going to stay there in those Arab countries because 
that would be silly for them to just hold the money. They want to 
put it out on interest and earn money on it, so it is going to flow back 
into investments and the question is where is it going to flow ? And 
what those reflows, where they go, will have an impact on the bal 
ance of payments of various countries. And after we have seen the 
situation settle down a little bit both in terms of where the money 
flows and I believe in terms of the prices coming down and the prob 
lem changing itself, then other rearrangements can take place. But in 
the meantime, I believe it is important to hold the present arrange 
ments.

Senator HANSEN. My time is up. Thank you, Mr. Secretary.
The CIIAIEMAX. Senator Ribicotf.
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USE OF ADMINISTRATION'S RETALIATORY AUTHORITY

Senator RIBICOFF. Secretary Shultz, I was pleased to hear your 
support for the amendment Senator Mondale and I have introduced 
regarding access to raw materials.

Now, assuming these amendments had been law at the time that the 
Arab oil embargo was announced, do you believe this authority to 
retaliate would have been used by this administration ?

Secretary SHULTZ. Well, I think that, first of all, we need, we would 
envisage, I hope, two additional ingredients. One, is a sense of what 
are proper rules for behavior for supplying nations, on the one hand, 
and, on the other, international commitments to discipline those who 
do not follow the rules. Then, any individual country is in a much 
stronger position to act.

If we act to retaliate but our effort is futile, that is, it does not have 
any impact, then it does not get us anywhere other than for us to feel 
like we tried to do something, but it is frustrating to try to do some 
thing and not succeed. You need to have a broader-based arrangement.

REFUSAL OF COUNTRIES To ABIDE BY TRADE AGREEMENTS
Senator RIBICOFF. But .that is the biggest problem we have right now. 

You say that you are in a hurry to have this trade bill. Yet, we have 
seen in the last few months complete disarray in the European com 
munity. Each nation has been out for itself. We have seen France act 
ing on its own. We have seen the rest of the European community will- 
big to toss the Netherlands, one of its partners, overboard. When the 
chips are down the nations of the world have indicated that they will 
look out for their own interests and not those of the international 
community.

If this is the case, why do you need a trade bill now if the people 
you trade with will not live up to their agreements when there is a crunch. Why negotiate ?

Secretary SHULTZ. Well, I thought, recognizing wheat you have said 
and the eternal power of selfishness in people's motivations individu 
ally and as countries, it seems to me you have to bank on that and 
arrange your policies to a large degree for that. Granting all that, it 
was, I think, quite impressive how most countries attending the energy 
conference here in Washington, which the President called and the 
Secretary of State managed, joined in calling for a more broad ranging 
and multilateral approach to the problem. France did not, but other 
countries did, and I think that that is a good point and something to 
build on.

And I think that, at the same time, we must remember that in many 
ways it takes more courage for a country totally dependent on imports 
for energy to speak up than it does for one like ourselves, which pro 
duces 85 percent of our energy right here at home. So while we are 
discomfitted a great deal, we are not in a position of a country that 
depends entirely on imports. So I think progress is there.

Senator RIBICOFF. We are going to be faced with this same problem 
with tin, copper, aluminum and man}^ other materials.
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Secretary SHTTLTZ. I hate to see you state that as a fact. It may or 
may not be. We have an important traumatic development in the oil 
case. It remains to be seen whether the actions taken by the oil pro 
ducing countries are in their long run selfish, wealth-maximizing 
interests, and I think that a case can be made that their actions are 
not in their own selfish interests. I think in the end we will have to see, 
in order to go along with a multilateral arrangement of any kind, 
that is fundamentally in their individual interests in the long run. I 
hope that this point can-be brought out more powerfully, and I think 
it lies behind the development that Senator Hansen mentioned; 
namely, the fact that these prices have been coming down in the last 
month or so.

Senator RIBIOOFF. Well, I think this is something that you are going 
to have to face in this committee and on the floor of the Senate without 
question. What has happened so far is only a cloud on the horizon.

COMPARATIVE ADVANTAGE

Mr. Flanigan, in your statement you used phrases like fair trade, 
open markets, comparative advantage, these sound like the old cliches 
you get in the economic textbooks. Could you tell me which American 
industry that has a high labor content do you believe has a compar 
ative advantage.

Mr. FLANIGAN. Given our wage levels, Senator, I do not think 
it is likely that our comparative advantages are likely to be for us 
in those industries which have a high labor content. But we do have a 
comparative advantage where either the Lord has blessed us with a 
fruitful land as in agriculture or our high technology has given us an 
opportunity to give our people jobs that have a higher wage rate than 
their counterparts around the world.

Senator RIBICOFF. That is right. But that is not where the crunch 
is going to come. As Senator Byrd started to say, a large number of 
employees, happen to be in the industries with the low comparative 
advantage and high labor content whether it is shoes or textiles or 
other industries—and this is a main problem we are going to have to 
be concerned with.

FAIR TRADE

Now, you also talked about fair trade. What are the Europeans 
and Japanese doing at present that is unfair—and what do you intend 
doing about it?

Mr. FLANIGAN. As the chairman said, all of us have certain in 
stances in which we fall from the path of virtue, and we can certainly 
point out to our trading partners, the Japanese or Europeans, where 
they have fallen from the path of virtue and, as you know, we often 
have. There are examples, there are instances in the agriculture trade 
field we have discussed with them at great length over a long period 
of time.

If the Congress gives us negotiating authority we intend to go to the 
negotiating table with them and urge that they bring their feet back 
to the path of virtue and no doubt they will urge the same on us, and
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within the context of overall reciprocity we think they and we will be 
more virtuous as a result.

Senator RIBICOFF. I think the reason there is skepticism in this com 
mittee is that over the years—I do not confine it just to this admin 
istration—we have found through individual experience that when it 
came to trade negotiations we were always outpointed, and that our 
own interests were abdicated. This is one of the problems that I think 
we are going to have in this trade bill.

GENERALIZED PREFERENCES
Now, Mr. Flanigan, in your excellent international economic report 

you list as appendix C of the text of the Tokyo Declaration, a declara 
tion signed by the U.S. Government. In it there is stated:

The developed countries do not expect reciprocity for commitments made by 
them in the negotiations to reduce or remove tariff and other barriers to the trade 
of developing countries.

Was there any consultation with the Congress before we locked 
ourselves into giving these countries trade benefits, and would we not 
want some concessions from these countries ?

Mr. FLANIGAN. Senator, that declaration was by us and the other 
hundred nations in Tokyo. That sets a goal for the overall negotiations 
in the GATT, and we did discuss with you and other members of this 
committee and the Ways and Means Committee a year ago what our 
purposes were here, they included the proposals for generalized pref 
erences. The purpose of this discussion now is to ask you for author 
ity to negotiate just those kinds of preferences, on a generalized basis 
for developing countries.

Secretary SHULTZ. Ambassador Eberle would like to add a word on 
that.

Mr. EBERLE. Two points here: First of all, a generalized preference 
scheme is really what we are focusing on here because you will notice 
it refers to the tariffs and we do expect them to have equal obligations 
under the rules of trade but only allow them to increase their foreign 
exchange, and those provisions are subject to congressional review. 
So I think there is the kind of cooperation that we, in forming the gen 
eral approach, and then bring it back and try to work it out.

LIST OF IMPORTS FROM LESS DEVELOPED COUNTRIES
Senator RIBICOFF. Mr. Flanigan, would you provide the committee 

wtih a list of what products and in what quantities and volume such 
less developed countries as Brazil, Mexico, Singapore, Taiwan, and 
Korea, sent to the United States last year?

I think among other things you will find a lot of refrigerator and 
automobile parts from Brazil, for example.

Mr. FLANIGAN. I am surprised to hear there were a lot of automo 
biles from Brazil but I will, Senator, provide that list.

Senator RIBJCOFF. My time is up.
[The information referred to follows:]
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V.8. imports of major commodities from Brazil, 197S
Commodity Millions

Imports from Brazil, total____________________-____ $1, 183
Beef and veal, canned or otherwise prepared________-_—————— 39
Fish ___________________________________________ 30
Coffee, green_______________________________________ 363
Coffee extracts and concentrates____-—_____________—,———— 45
Cocoa ___________________________________________ 36
Sugar _____________________________1_____________ 96
Other food, beverages, and tobacco__________________————— 90
Wood, shaped or simply worked-_————________^____—————— 27
Iron ores and concentrates________________________-_-_ 36
Other crude materials__________________________—____ 34
Castor oil______________________________________ 33
Organic chemicals_____________________________—_———_ 17
Radios and TV sets_______________________________ 16
Television apparatus, except receiving sets and cameras____—————— 12
Other electrical apparatus___————_——____!___________i———— 12
Automotive parts and chassis__—__—_____—__•__—————— 5
Wood manufactures___________________________—____ 12
Iron and steel____________________________'____—-—__ 33
Clothing _________________________________________ 22
Textiles, other__________________________________ 27
Footwear __________:___—————_________________————— 83
Other manufactures-____—_——————————————_————————— 82
Other imports______________________._________—————— 33

Source: Prepared by the International Trade Analysis Staff, International Economic 
Policy and Research, Mar. 12,1974.

U.S. imports of major commodities from Mexico, 191/3
Commodity Millions 

Imports from Mexico, total_________________________ $2,287

Cattle, live ____________________________________ 103
Fish _______!____________________________________ 128
Beef and veal, fresh or frozen____________________________ 52
Tomatoes, fresh or frozen______________________________ 115
Other fruits, nuts, and vegetables_________________________ 144
Coffee _______________________________________ 122
Sugar _______________: __________________________ 109
Other food, beverages, and tobacco______,_______________ 84
Crude fertilizers and minerals___________________________ 48
Silver ores, concentrates, and scrap_______________________ 28
Other crude materials________________________________ 53
Chemicals _______________________________________ 41
Office machines and parts______________________________ 57
Electron tubes and parts_____________________________ 101
Televison apparatus, except receiving sets and cameras_______- -_ 124
Other electrical apparatus____________________________ 168
Passenger cars and other motor vehicles——————_________:____ 18
Automotive parts and chassis_____—————————__________ 28
Wood manufactures ______________-_—_____________ , 31
Iron and steel-mill products__________-_—_____________ 24
Silver, unwrought ___________________—_____________ 122
Copper ———___:—________________————_ j_ ___________ 16
Clothing ______________________________________ 99

1 Textiles, other ___________________________————_____ 58
Toys, games, and sporting goods____——____———————————— 26
Other manufactures _______________________—————————. 267
Other imports __________________1________————————. 121
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U.S. imports of major commodities from Korea, 1973

Commodity Minions
Imports from Korea, total________________________—— 971

Food, beverages, and tobacco_____________________—_—— 25
Office machines___________________________________ 18
Radios and TV sets___________________________________ 38
Electron tubes and parts______________________________— 85Other electrical apparatus—-—____———_____________—————— 17
Plywood _________________________________________ 166Iron and steel- _____________________________________ 72
Clothing ___I_____________________________________ 245
Textiles, other______________________________________ 20
Handbags _________________________________________ 16
Footwear _________________________________________ 61Toys, games, and sporting goods_____—_——_—___——_—_———— 19
Sound recorders_____________________________________ 28
Wigs ____________________________________•________ 61Other manufactures________________-______________-__ 87
Other imports_________________________________——__ 13

V.S. imports of major commodities from Singapore, 1973
Commodity Millions 

Imports from Singapore, total-_-__________________ $459

Rubber __________________________________________ 23Electric power machinery and parts_________________________ 9
Electric appliances for making electric circuits________________ 13
Radios and TV sets__________________________________ 31
Electron tubes and parts________________________________ 149
Television apparatus, except receiving sets and cameras___________ 17
Other electrical apparatus______________________________ 44
Clothing ___________________________________________ g2Other manufactures___________________________________ 45
Other imports_______________________________________ 46

U.S. imports of major commodities from Taiwan, 1913
Commodity Millions 

Imports from Taiwan, total_________________________ $1, 772

Fish ____________________________________________ 25Fruits, nuts, and vegetables____________________________ 46
Wire and cable, electrical_________________________-____ 29
Radio and TV sets__________________________________ 300
Electron tubes and parts______________________________ 62
Television apparatus, except receiving sets and cameras_________ 67
Other electrical apparatus____________——_—__--______—.___ 60
Bicycles and parts_________—_______——_—__—————_______ 33
Plywood _________________________________________ 83Other wood manufactures—___________________________ 37
Iron and steel-mill products_____________________________ 19
Household equipment of base metals______________________ 20
Furniture ____________________—_________________ 24
Handbags _____________________-_________________ 28
Clothing ____________________-_—_-______________ 365Textiles, other________________——————————_____________ 25
Footwear _—______——_—_———————————_____-____—— 143
Sound recorders _____———_————————————_________——— 48
Articles of plastic-_,———————————————-——_______———— 65
Toys, games, and sporting goods——————————•—————_—_———— £2
Other manufactures_-________——_—-— - ____________ 171
Other imports_____——_—__——-————— _——______—_ 21
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U.S. IMPORTS OF REFRIGERATION AND AUTOMOTIVE EQUIPMENT FROM SELECTED COUNTRIES, VALUED UNDER

$1,000,000 EACH IN 1973

[In thousands of dollars]

Country

Brazil __ .......

Singapore .........

Domestic 
electric 

refrigerators

........... 2

. — ....... 399

........... 00

........... 00

........... 00

Other
refrigerators,
refrigeration 
equipment, 

and parts

391
172

10
00

144

Automotive 
chassis and 

parts

91(0
184

60
821

Passenger 
cars

?>
24

4
P>
46

Trucks

•)is ZX

00<?)oo
i Values over $1,000,000 included in attached country tabulations of major commodity imports. 
! None.

The CHAIRMAN. Senator Fannin.
Senator FANNIN. Thank you, Mr. Chairman. I certainly commend 

you for having these hearings. Mr. Secretary, and Mr. Flanigan and 
Mr Ambassador, I certainly agree we do need the right type of a trade 
reform bill, Mr. Secretary, if you start with the premise that you are 
right, and I certainly commend you for feeling that you are, we can 
easily reach unanimity if we start with that premise, but I think we 
are all prone to look at these matters and look at legislation from the 
standpoint of our own experiences and personal observations.

JAPAN AND GATT

I have people coming into my office and they are talking about 
shortages. Newsprint is in short supply; we are short of waste paper; 
the Japanese are outbidding us, they say, and cotton the same; the 
Japanese are outbidding ,us. Minerals and lumber are the same. Of 
course, we know in the Middle East the companies were saying, the 
Arab countries were saying, "If you do not bid our products, our 
crude, the Japanese will," and they are paying a good price for it. 
Can we be specific how will this affect our trading with Japan?

Secretary SHTJXTZ. Well, this passage of this bill is essential to the 
conduct of the GATT negotiations that have been referred to here. 
Japan is a party to those negotiations, and in the process of working 
through them reasonably well have mutual concessions of one kind or 
another and they will'help in our relationships there.

Now, I should emphasize that trade arrangements are not the whole 
story, by any means. The operation of the monetary system plays an 
important part as well in what turns out to be our balance of trade and 
payments with any given country and with the world as a whole.

Senator FANNIN. Mr. Secretary, a couple of years ago I happened to 
have the privilege of being with some of the Members of Congress when 
we were talking with the Japanese in Tokyo. We had them all around 
the table—the businessmen and officials arid all—and we asked if they 
were willing to cooperate in correcting some of the inequity in GATT 
and they were insulted. They said, "We like it as it is." And I think they 
are emphatic in that condition and they will not change. If you have 
different feelings, I would like to hear it.

Secretary SHTJLTZ. They were the host in the opening meeting taking 
place in Tokyo and they seemed to be pleased with being in that posture
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and they signed that declaration. I think they have come to recognize 
that the extraordinary surpluses that they were running up were caus 
ing great difficulty elsewhere and would eventually cause them great 
difficulty because people could not and would not sustain them. Fur 
thermore, I would like to believe that it is gradually dawning on people 
everywhere, here, in Japan and everywhere, that exports in and of 
themselves are not desirable. They are only desirable to give us the 
means to pay for the imports that we feel we want to have. There is 
nothing to be said for just exporting just for the sake of exporting and 
when that sinks in, and I know that the world has over the centuries 
gone through fluctuating opinions about this, the Japanese themselves 
may think that things could be better.

Senator FANNIN. Well, they do not seem to have reached that conclu 
sion with the tremendous exports now that we are taking from their 
country, and how they are certainly limiting imports to their country 
where it is labor oriented. But I would like to go on with this

Secretary SHTJLTZ. There have been some changes. There is a lot 
to go.

Senator FANNIN. I realize some.
Secretary SHULTZ. Ambassador Eberle spent half of his life the last 

few years over there negotiating and has made some headway.
Senator FANNIN. I talked to him a great deal about that.
Now, with regard to your comments on countervailing duties because 

this applies to Japan——
Secretary SHTTLTZ. Could I make an additional observation? Mr. 

Flanigan has pointed out to me that our exports to Japan in 1972 were 
$5 billion. In 1973, they were $8.4 billion. Imports from Japan were 
$9.1 billion in 1972, $9.7 billion in 1973. So our trade deficit, this is just 
the trade account with Japan, declined from a $4.1 billion deficit to a 
$1.3 billion deficit. Quite a lot of change.

COUNTERVAILING DUTY LAW
Senator FANNIN. I realize most of the raw materials and non-labor- 

oriented products and the labor-oriented products come this way; the 
non-labor-oriehted products go the other way.

But just to get to this question, in regard to your comments on the 
countervailing duty law, it is my undertsanding that your department 
interprets this statute in such a manner that relief for domestic pro 
ducers is practically nonexistent. Now, if we specifically say in the new 
law that you do not have to enforce the law for 4 more years, how do we 
protect a domestic producer from an unfair trade practice for the next 
5 or 6 years ?

Secretary SHULTZ. I do not read the law that way. In fact, we con 
sider it our duty to enforce the law as we see it in any case. The provi 
sion in the House permits the Secretary to forego countervailing if that 
action would in and of itself materially disrupt the multinational nego 
tiations that we hope will go on.

Now, there may be instances where such a disruption might be threat 
ened, but that is not necessarily all the cases by any means.

Senator FANNIN. I have great confidence in you, Mr. Secretary, but 
given the mandatory nature of this provision, why should the Secre-
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tary of the Treasury be given discretion for a period of 4 years in 
which to waive the imposition of countervailing duties in situations 
where they would otherwse be required to be imposed ? Although refer 
ence is made to the impairment of multilateral trade negotiations, why 
should any country which subsidizes its exports have a right to take 
offense at the imposition of countervailing duties when such subsidized 
products are imported into the United States ?

I know you covered that previously but I really am concerned about 
the trend that has existed in what is provided in this legislation.

Secretary SHULTZ. Well, the reason for that provision, why the 
House seemed to think it was a good idea, is the recognition that this 
term export subsidy is a very tricky far-reaching potential term and 
nobody has sat down internationally, let alone here, and tried to figure 
out what exactly it is, and which, for example, our own practices might 
be considered an export subsidy. Since we subsidize many products— 
for instance, our agricultural community,, many segments of' it are 
heavily subsidized by the Government, we have an Ex-Im Bank, and 
there are many ways in which we subsidize things and others subsidize 
things, and it is a big structure, now we ought to try to straighten 
it out before we start giving up on that and just stand around swat 
ting each other. That is the reason for trying to do it this way.

Senator FANNIN. Mr. Secretary, we are subsidized for oiir benefit, 
they are subsidized against our benefit. That is my contention. Here 
we are, they are subsidizing——

Secretary SHUT/TZ. I do not follow that, Senator.
Senator FANNIN. We are subsidizing agricultural products that 

they need very badly, and raw materials, things that they need very 
badly, cotton and all, but what are they doing but subsidizing, and 
costing us hundreds of thousands of jobs by their exports from their 
country into our country of electronic equipment, of automobiles, 3% 
percent tariff. If we could build a car and be competitive we could 
get it into their country perhaps when you get it all down with the 
weights and horsepower maybe 35, 40, 50 percent tariff or non- 
tariff barriers and so that is what I am talking about, and I just 
think that it is wrong.

LACK or JUDICIAL REVIEW FOE NEGATIVE DETERMINATIONS OF 
ANTIDUMPING

But we will go on. Although specific provision is made for judicial 
review of negative countervailing duty determinations, under this bill 
no such provision is made for negative determinations of antidumping 
by the Secretary of the Treasury. Under existing law judicial review 
can only be had after the Secretary makes an affirmative finding of 
bounty or grant and levies countervailing duties, this over 10 years 
a.p-0 by a court which actuallv has no jurisdiction of customs.

Would it not be unreasonable to include in the bill a brief provision 
for judicial review of negative antidumping determinations by the 
Secretary of the Treasury ?

Secretary SHTJLTZ. Well, I think we could turn the Treasury over 
to the courts if you want to.

Senator FANNIN. N~o.
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Secretary SHULTZ. I do not know why we need a Secretary if the 
courts are going to review everything he does positively, negatively, 
whether he gets in on time in the morning.

Senator FANNIN. Well, I said, I am going in the opposite direction 
to what you are saying. I want to go, I am not trying to——

Mr. FLANIGAN. You said would it not be unreasonable ?
Senator FANNIN. Would it not be unreasonable to include in the 

bill a specific provision for judicial review of negative antidumping 
determinations by .the Secretary of the Treasury ?

Secretary SHULTZ. You are against court review ?
Senator FANNING No; I am saying it shoiild be dealt with on the 

basis of beneficial circumstances, not just trying to place a barrier.
Secretary SHTJLTZ. Yes; well, I thought you were in favor of it, but 

you said not be unreasonable and Mr. Flanigan to think the reverse 
that is why I asked.

Senator FANNIN. I think you are twisting a statement that I do not 
think I intended to make.

I have one for Mr. Flanigan.
Secretary SHULTZ. Our experts think the courts have that authority 

now, although we try not to let that be too widely known. [Laughter.]
Senator FANNIN. I will go more specifically with you.

PROGRESS IN THE AREA OF MONETARY REFORM
But, Mr. Flanigan, I agree with the statement in your testimony 

that reform of the economic system must take place in all its related 
areas—monetary, investment, and trade.

Could you tell us what progress, if any, is being made in the area of 
monetary reform ?

If I do not have time for the answer——
The CHAIKKAN. Go ahead and answer it.
Secretary SHTJLTZ. I think it is my question. It would take a long 

time but if you are ready to go on that I would be ready to tackle it.
Senator FANNIN. Could it be adjusted so I will not be guilty of tak 

ing too much overtime ?
Secretary SHULTZ. Well, we have been at this process for a long time. 

As you know, we had a system in place going back to World War II, 
which I believe it is fair to say gradually became out of date and ef 
forts were made in one way or another to patch it up by capital con 
trols programs, by various means of tying our exports and one thing 
and another like that.

Many of our problems that seemed to be related to trade practices, I 
believe, were really related to the fact that the exchange value of the 
dollar got out of kilter because of the fixed position that it was in. 
In any case, the situation came to the point by the middle of 1971, 
where the claims on our reserves were so large in relation to the 
reserves that when people started to want to cash in there was ob 
viously no way for us to sustain that, and the President then closed 
the gold window. And that was a very constructive step to take, and 
it opened up a process which has moved us toward a very different 
kind of monetary system.

Now, we had a long period in which the administration was heavily 
criticized because we spent, Secretary Connally spent, his time, telling 
people that the old situation was over, whether it was monetary or
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trade or what. And the people around the world had to take a new 
look, and the United States was not going to be the patsy that it had 
been. And there was not much point in trying to do something con 
structive until that message sank in. And I think it did sink in. And 
we have since then tried to play a very constructive role in putting 
forward ideas about a monetary reform system. At the same time, 
as negotiations were going on in this committee of 20 that was es 
tablished by the International Monetary Fund, we have also had an 
emerging reality, which we have paid at least as.much attention to, 
and that emerging reality is now to all intents and purposes, a system 
of floating exchange rates with a uniformly understood pattern of 
ad hoc intervention in order to maintain orderly markets.

Now, we think that by the time next July rolls around we will have 
established more explicitly rules for floating, rules for behavior when 
you are employing, a better description of the adjustment process, 
alining IMF so that it will be better able to take this emerging sys 
tem from the reality and from the negotiations and turn it into genuine 
long-term monetary reform. But, in the meantime, we have a new and 
more flexible system that I think has been serving us and the world 
well. Our currency is valued more appropriately than it was before. 
And I think that in response to some of these questions about our com 
parative advantage that we have this morning—pur comparative ad 
vantage has changed drastically in some industries as many will tell 
you as a result of the exchange rate rearrangements, and our balance 
of trade has changed drastically as a result of the exchange rate 
rearrangements.

It is also true that, in my opinion anyway, that this flexible sys 
tem has served us well in this massive set of energy developments. Here _ 
we had an event that took place in a very short space of time that 
caused tremendous rearrangements, the flows of money and trade, and 
the one crisis you did not read about was the crisis in the monetary sys 
tem. The monetary system has accommodated all of this. Exchange 
rate relationships changed a lot in response to what people thought 
was an emerging reality, but the system accommodated itself and 
we did not have these big crises of people being shut down and the 
central banks closing and so forth, that we had in the past. So I think 
this notion of greater flexibility, not that what we have is a final satis 
factory solution by any means, but it is'an improvement.

Now that is a short answer to a question that is really a very big 
question, but I think a very important one for your consideration of 
this trade bill because you must see monetary, trade, and for that mat 
ter, aid and investment, and military flows, all of these things are what 
move together to make up our balance of payments. They are all re 
lated to each other.

Senator FANNIN. Thank yon, Mr. Secretary.
The CHAIKMMST. Senator Curtis.

ALLEGED FOOD CRISIS

Senator CURTIS. Mr. Chairman, thank you.
In your statement you referred to the recent oil and food crisis. 

With reference to oil, you are referring to the shortages, the lines at 
the filling stations, the shortages of products made from oil, such as 
fertilizer, the necessity for having stations close on Sundays, closed
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certain other hours, the reduction of the speed limit of trucks, which 
has reduced their capacity to haul goods by about 30 percent, but I am 
puzzled about the statement on the food crisis.

Has the Government had to ask food markets to close because they 
could not take care of demands of consumers ? Have there been lines ? 
Have there been shortages of nutritious food of high quality in this 
country ?

Mr. FLANIGAN. Senator, as you know, perhaps, there have been short 
ages of certain kinds of foods—I think that can be read more in the 
international context where there were some countries who were im 
porters both of oil and foodstuffs. Particularly in developing coun 
tries the increase in prices has been for some of them a crisis. But cer 
tainly there has been a significant difference in the two developments 
so far as the United States is concerned.

Senator Ctnms. Well, reading that it says, "The United States with 
its comparative advantages, has clearly much to gain by reliance on 
the market in the trade area. Given the recent oil and food crises, our 
trade negotiations take on greater importance."

And I think that we need to have the record very clear here in ref 
erence to the food situation. There has been no crisis. The American 
housewife can go to the market and buy and get the widest selection of 
foods that they have ever had.

Mr. FLANIGAN. Some of your colleagues, Senator, would——
Senator CTJETIS. And there has been no threat or demand for ration 

ing or for steps comparable to turning the thermostat down to an un 
comfortable level.

Mr. FLANIGAN. Some of your colleagues, Senator, would express 
crisis concern about prices, although I think the operative thought in 
that passage is the need to keep trading relations open even though 
some people have pressed for some limitations of exports of foodstuffs. 
"We believe that would not be in the best interests of the United States.

Senator Ctnms. Now, the thing currently talked about is an embargo 
on wheat.

Mr. FLANIGAN. Not by us, as you know, Senator.
Senator CTJRTIS. Beg pardon ?
Mr. FLANIGAN. Not talked about by us, as you know.
Senator CTJETIS. But by people in this country.
Mr. FLANIGAN. That is right.
Senator GUKTIS. Now, as a matter of fact, the Secretary of Agricul 

ture has pointed out that there is 7 cents worth of wheat in a loaf of 
tread. Bread sells for 45, 47 cents, and the implied demand is that the 
Government ought to do something about it. I am sure that none of 
these people agitating anything in this regard is willing to lower any 
-of the costs on any of the other products or any of the factors that go 
into the cost of bread.

Some of the processors of wheat in this country join in the demand 
for embargoes or Government storage and so on. They are unmindful 
of the fact that we do not supply all of our foreign customers and 
then they get what is left. They can go in and buy in advance. They are 
used to an economy where the Federal Government was the ware 
houseman and the investor in the inventory to assure them the ability 
to buy agricultural products at a low price, and that has been the situ 
ation for 30 years.
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I think that then on page 2 there is a further reference to the 
dramatic price increase in agricultural products. Would you elab 
orate on that a little bit, what you were referring to there.

Mr. FLANIGAN. Yes, sir.
Secretary SHTJLTZ. Mr. Chairman, could I interject a light note?
Senator CTJRTIS. My notes are not heavy. [Laughter.]
Secretary SHTJLTZ. Don Eumsfeld, when lie was Director of the Cost 

of Living Council, we had a month along in there when the price of 
food did not go up very much and he went back and he explained it all 
to his wife, what had happened, the statistics, and she said to him—he 
told this story in public—she said, "Don, do me a favor, will you?" 
He said, "What is that?" She said, "Never say that in public, nobody 
will believe you." And I think most of the ladies think food prices 
have gone up quite a little, is my impression.

Senator CTJRTIS. This does not say anything about food, this says 
agricultural prices. You see, farmers do not sell beef, farmers sell 
cattle, and the average feeder in my State, the last 6 or 7 months, has 
taken a loss of about $150 to $200 per head in his feeding opera 
tions. A local banker called me last week and mentioned one farmer 
who had to—to pay his losses in cattle feed—is going to have to sell 
considerable land.

I do not blame the executive agencies for this. I think we have a 
political custom in this country to demagogue about food prices. I do 
not know how we can expect an economy to exist where wages go up, 
taxes go up, the price of automobiles goes up, the price, the level 
moves forward, but it remains static for food. Percentagewise this 
country pays less of their earned income for food than any other 
country in the world.

I realize that what I am saying here is not a direct question to be 
answered but I would not feel that I would be justified in, at the 
opening of these trade discussions here, to make a point of these 
things. We have the first decent agricultural prices in probably 50 
years in this country in spite of the fact that the cattle situation, and 
it was largely, the cattle dislocation was largely, caused by the price 
ceiling placed on it. When the ceiling was on beef, choice steers were 
selling for about $57 a hundred. They took the ceiling off and they 
dropped down to about $37, which is where they took their tremendous 
loss. It did not serve the consumer, it did not serve anybody else.

Mr. FLANIGAN. Well, Senator, without debating the quality of the 
current prices of food, but just in the interests of defending my state 
ment, having soybeans go from $2.50 to $7, and wheat from $1.50 to $6, 
and corn going up substantially also, that is just a dramatic price rise. 
Whether the beginning price or the end price is the right one is irrele 
vant. The fact is it is a dramatic increase in price. 

Senator Ctnms. What I want to know is, is that bad ? 
Mr. FLANIGAN. That is an entirely different subject and I think if 

you read the rest of my statement I paid considerable deference to 
the market and I think that the market should act as well in the agri 
cultural field.

Senator CURTIS. Very well. That is what we want. We do not -want 
any embaro on wheat. We think the embargo on soybeans was a mis 
take. We know that the ceiling price on beef was disastrous, it was 
disastrous. It caused dislocations that we have not recovered from since.
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But I think you would agree that from the standpoint of scarcities and 
waiting lines and inability to get what you want, there has been no 
food crisis, is that not right, from that standpoint ?

Mr. FLANIGAN. From that standpoint there have been no waiting 
lines at the food counters.

Senator CURTIS. I also was quite impressed by the reference of sub 
sidies to agricultural exports. I suppose there are a few 480 sales made 
now largely to the underdeveloped countries, but as much as 18 months 
ago agriculture was taking about 4 percent of the Federal budget. In 
the upcoming fiscal year it is going to be less than 1 percent and that 
includes a great many consumer services such as inspection and matters 
of that kind.

DEFINITION OP RAW MATERIAL

Could I ask one short question, you can put the answer in the record 
if you want to. Mr. Flanigan, in your statement you referred to the 
worlds raw materials. You do not need to enumerate them all but 
what is your definition of a raw material ?

Mr. FLANIGAN. My copy is not your copy. Would you read the 
sentence for me, would you ?

Senator Ccnms. Do you regard farm commodities as raw materials 
or are you referring to the minerals, the oil ?

Mr. FLANIGAN. Is this in reference to limitations on exports ?
Senator Chums. It says:
In considering legislation directing the President to seek an international 

agreement assuring enquitable access to the world's raw materials——
Mr. FLANIGAN. In that context, I do consider commodities to be a 

world's raw materials. You do not need to enumerate them all but 
minerals, et cetera.

Senator CTTRTIS. All right. Thank you very much.
The CHAIRMAN. Senator Bennett.

NEED TOR TRADE LEGISLATION Now

Senator BENNETT. Thank you, Mr. Chairman.
I would like to go back to the basic problem that underlies this 

whole legislation. We have heard discussions today indicating that 
this is not the time for trade legislation. I am going to make a little 
speech and then ask if you agree with me.

To me this sounds like the old story of the man who would not fix the 
roof because when it was raining he could not fix it and when the 
weather was good he did not need a roof.

Do we need, regardless of the conditions under which we negotiate 
or legislate, do we need a change in the basic international trading 
pattern ?

Secretary SHTJLTZ. Yes, sir.
Senator BENNETT. And would it be beneficial if we got it now ?
Secretary SHTTLTZ. Yes, sir.
Senator BEKNETT. All right.
Are your problems multiplied by the oil and the wheat and all the 

rest of them but are those contingencies so great that we should put 
off trying to solve the underlying problem and wait for the sky to 
clear again ?
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Secretary SHULTZ. No; on the contrary, this is one route for which 
we will help ourselves to solve the other problems.

Senator BENNETT. Is it fair to assume that those problems may be 
temporary or short run but the question of reorganizing and remodel 
ing the basic international trade relations and bringing them up to 
date is long run and, therefore, more important.

Secretary SHULTZ. I think that is a very shrewd observation.
Senator BENNETT. So if we persuade ourselves that because of some 

of these shortrun problems we should not face the basic reforms and 
changes in pattern that are needed, will we be kidding ourselves ?

Secretary SHTJLTZ. I think so. I would say whether or not some of 
these other problems turn out to be short run or whether it takes a long 
time to solve them satisfactorily, we, nevertheless, need this legislation, 
and we need to attend to put the roof on our house. That is at least, 
in my judgment, it is going to take us a long time to work our way 
out of our present energy problems, and become, have the capacity for 
self -sufficiency in this country. But that, nevertheless, shouldn't prevent 
us from continuing to work on this trade problem.

Senator BENNETT. Assuming that the problems we face are in part 
our inheritance from the Bretton Woods Agreement and the imme 
diate postwar period, and assuming that we have been more or less 
since that time in a period of continuing change which has. upset or 
has changed the relationships that existed then, can we be safe in..say 
ing that the longer we wait the more difficult it will be to establish a 
new and viable pattern based on our modern relationships, and that 
by putting it off we are making the problem more difficult rather than 
easier ?

Secretary SHULTZ. I think that is a fair statement.
Senator BENNETT. It seems to me that that is important in this con 

text because we can get lost in the question of whether, because of the 
oil situation and because of the pressures that that has put on some 
of our trading partners we should ignore the long-term problems and 
just sit here and wait to do what we have been doing for 30 years, 
trying to put out fires from one year to the other.

Now it looks to me as though on the, in the international monetary 
field we have tried to take a step which will set a new modern pattern 
to replace the old Bretton Woods pattern and haven't we reached a 
time when we should try to do that in the trading field ?

Secretary SHULTZ. I think so, and I think that is a widely shared 
view around the world and accounts for the general good atmosphere 
at the time of the Tokyo declaration and, as the preparatory work has 
been getting underway in Geneva, I understand that that is basically 
been going along well.

Senator BENNETT. Well, to put the question specifically: Will our 
trading partners approach this thing with a realization that it is more 
important to them to deal with the long-range thing or will they be 
unwilling to deal objectively with the long-range problems ii\ order 
to try to get some temporary advantage out of the present situation ? 

Secretary SHULTZ, Well, I suppose that everybody will be trying to 
look after his own interest, and will be looking for whatever temporary 
advantage can be gotten. But I hope that, through the process of (jig. 
cussion, we can identify in everybody's mind why we need to tal^e steps
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that are to the mutual advantage of all, and thereby agree to a set of 
rules that do get us to that objective.

. Senator BENNETT. I will ask that question in greater detail of Mr. 
Eberle when I am allowed a shot at him.

Secretary SHTJLTZ. Help yourself. [Laughter.]
Senator BENNETT. I have to obey the chairman's rules and set an 

example for my other colleagues on this side of the aisle.

NONTARIFF BARRIERS

There is, of course, as we all know, a variety of nontariff barriers 
that we are involved with. Oould you identify for the committee, not 
necessarily now, but for the record, those nontariff barriers which you 
think you can handle on the basis of the authority you now have and 
those for which you must have additional legislative authority.

Secretary SHTJL.TZ. The way we are now situated it is very difficult 
for us to participate in these negotiations at all because we have no 
authority, so we are seeking authority that will allow us to get at these 
matters, and we will submit a list of items for the record.

But I think, I was quite impressed with, I think it is appendix C or 
B in here, in your staff report just showing the growth of nontariff 
barriers, and identifying the nature of them. Quite an educational 
writeup.

Senator BENNETT. Could title I of this bill be used in such a way as to 
eliminate congressional review with respect to the reduction or elimi 
nation of important U.S. nontariff barriers. Are there some that would 
be subject to the congressional veto procedure and some that would 
not be subject to congressional veto procedure? Maybe that is the dis 
tinction I would like to have.

Secretary SHULTZ. Yes. The answer is "Yes" but, perhaps Ambassa 
dor Eberle can describe it. It depends on what the law underlying the 
activity in the United States.

Senator BENNETT. Thank you. Can you identify the page ?
Mr. EBERXJE. In your blue book it happens to be page 13. But there 

are two different approaches here. The first is if there is no domestic 
law to be changed then the Executive could if they had under today's 
authority as Executive, the President, could go ahead and negotiate 
that.

However, the bill provides, and I want to correct my two comments 
here, that we will consult with Congress on any of these to bring 
back to you before we bring them in here even if we do not have to ask 
for a change of law, so we would expect we would bring these back 
in any event.

Senator BENNETT. So with respect to any nontariff barrier problem 
you would expect to consult with Congress and inform us of your ac 
tivities even though you are not required by the law to go through 
the veto procedure.

Mr. EBERLE. That is correct.
Senator BENNETT. I have no further questions, Mr. Chairman.
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CONDITIONAL MOST-FAVORED-NATION TREATMENT NEEDED

The CHAIRMAN. I have been concerned about the kind of trade policy 
this country has been pursuing whereby we do much for others and 
request almost nothing in return. I have never understood that kind of 
domestic or international politics.

For 123 years we operated on the basis that most-favored-nation 
treatment was not something we automatically gave away. If a country 
was discriminating against us we didn't give it the same kind of treat 
ment that we gave to people who were treating us fairly. Then some 
years back this Nation decided to pursue a policy where most-favored- 
nation treatment would be unconditional. Let me give you an example. 
At one point the Mexican Government proceeded to take over, to 
nationalize, our oil investments, and we undertook to try to obtain 
some compensation. At the very same time we were negotiating an 
agreement with Venezuela to produce oil. Because most-favored-nation 
treatment was unconditional we proceeded to give Mexico, which was 
in the process of confiscating American investments, the same con 
sideration we gave Venezuela which was treating us in the way people 
should in international affairs.

There is no incentive for people to treat this country fairly if they 
are going to get the same benefit trading with you when they steal 
from y_ou, cheat you, discriminate against you, as they do if they treat 
you fairly.

Why shouldn't we return to a policy of conditional most-favored- 
nation treatment—something that is conditioned on the other fellow 
treating us the same way he would like us to treat him ?

Secretary SHTJLTZ. Well, I think we do ask for authority in this bill, 
Mr. Chairman, to be able to retaliate on a discriminatory basis against 
people whom we feel are not playing fair with us. But I do think 
that the principle as a principle needs basic underpinning for the 
kind of progress that has been made over a long period of years in 
world trade arrangements and which has led to a great expansion 
of trade to everybody's mutual benefit.

CANADIAN AUTOMOBILE AGREEMENT

The CHAIRMAN. Well, it sounds like we are not very far apart. I 
just hope when we make a deal with somebody which is supposed to 
be to our mutual advantage but we don't get"out of it what we are 
supposed to get out of it, we will do something about it. I helped to 
lead the charge for the Canadian Automobile Agreement. The Cana 
dians just have not done their pa'rt. This is one of the big reasons why 
we find ourselves with this very big deficit in our balance of payments 
with Canada which has been made worse by the oil crisis. It seems to me 
when we make a deal and the other fellow does not uphold his end 
of the bargain, we shouldn't let him have it both ways. We shouldn't 
let him have all the goodies without accepting the burden of what he 
agreed to. I hone that we can work together to do something about this 
and that yon will help to bring it about.

Secretary SHTJLTZ. Mr. Chairman, on those safeguards in the Ca 
nadian auto pact, that is something that I agree with you we should 
be doing something about, and we are trying to. I think it is also 
worth reporting that whereas last year, in 1972, I think we \ad a
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deficit in auto trade with Canada on the order of $99 million, this year 
\ve have just totaled up the numbers and it comes to a surplus of 
$360 million. So we are better off this year than we were last year in 
that sense.

The CHAIRMAN. Well, I know that the Canadian auto agreement 
is part of our overall deficit with them.

Secretary SIIULTZ. Yes, that is true. And then we also have, as they 
point out to us, a big surplus on our capital account.

FOREIGN" OIL AND THE ENERGY CRISIS
The CHAIRMAN. Well now, Mr. Secretary, I don't quarrel with the 

statement Senator Bennett made about the need of moving on in trade 
legislation, but I don't think we can ignore the tremendous problems 
in world trade that this energy crisis is foisting upon this country. I 
would hope that we could learn from the mistakes that we have made.

Now I, for one, was making speeches as far back as 1959 saying that 
just because those people in the Near East could produce oil for 15 
cents a barrel, didn't mean they are going to sell it for that price. 
I warned that they were organizing OPEC, the Organization for the 
Petroleum Exporting Countries, to make us pay everything they could 
make us pay and to give them the power to do just the kind of things 
that they are doing now.

While you were Secretary of Treasury you have been moving toward 
a free trade posture on oil and disposed of the mandatory oil import 
quota system. I can recall when those countries would come up here, 
all of them, trying to obtain quotas to bring their oil in to our 
market. They were willing to make some very nice commitments to 
anybody who asked them at the time.

I recall during our consideration of the Sugar Act, I suggested 
we put an amendment in there that if we give them the advantage 
of having a favored position in the American market they will com 
mit themselves to provide us that sugar if it should prove that the 
American market is selling at a price below the world market, which 
is what it is doing right now. Under that provision people who had 
the quotas would continue to sell us sugar even when the international 
price was higher than our domestic price, that is even though they 
could make more money somewhere else.

Secretary SHUI/TZ. You know more about that than I do. The oil quotas were the other way around.
The CHAIRMAN. It seems to me that if we had made it a condition 

that Canada would have a favored position-in the American market 
if they agreed to deliver us oil in the event we needed it—we probably 
could have obtained that commitment from Canada. Of course, once 
you wait until thing are in short supply then it is too late.

Secretary SHTJT/TZ. Well, we tried, Mr. Chairman, to work out an 
agreement with Canada. I remember as early, in this administration 
anyway, as early as 1969 we started trying to do that, so that well 
preceded this current situation.

I do think that the oil import quota system while based on what 
is a correct, in my judgment, view that we do have a stake in having 
the capacity for self-sufficiency in this country, nevertheless could 
have been changed long ago. I think it has been changed to advantage, 
from a quota type system to a tariff or fee, registration fee type sys-
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tern. And I think it will serve us better in the future to think about 
it that way, because really what you come down to is price and you 
have a better method of figuring out what price you are going to insert 
between the world price and the American price by that method.

The CHAIRMAN. It would seem to me that we will solve this energy 
crisis a lot quicker when we are able to gain some firm commitment 
such as this. People have a way of keeping their word and living up 
to the bargain if they know that we will favor them if they will favor 
us when we need that fuel. In spite of the oil embargo we are getting 
about two-thirds of the imports we had been getting in the past. We 
are also having a chance to see who it is who are not only shipping 
us what they have been shipping us in the past but shipping more oil 
at a time when we desperately need it. If we will do business in terms 
of relying upon the people who have proved reliable, it seems to me 
we will be a lot further down the road and we won't have nearly as 
much gap to close if we are only talking about trying to close the 
gap for 2 or 3 million barrels than if you are talking about trying to 
close the gap for 6 million barrels. Doesn't that make sense?

Secretary SHTTLTZ. You are right.
The CHAIRMAN. It seems to me that when we are thinking in terms 

of about how we go about solving this thing one of the things we should 
take into account in an emergency supply system. They can produce oil 
in some of these foreign countries at far less than we can in the United 
States on the same capital investment. We ought to have arrangements 
whereby those people agree that if the Near East cuts us off they have 
standby capacity to ship us more. Eight now the way it is working out 
is that they shift the oil around. According to Time magazine, out of 
about 1.4 million barrel world shortfall we are having to share 1.1 
million barrels in this country. Is it the oil companies that are to 
blame for that, Mr. Secretary, or is it the administration's program or 
is it the Congress ? Just who is responsible for the loss of a million 
barrels a day ?

Secretary SHTJLTZ. The Congress. [Laughter.]
Senator HANSEN. It is the right answer.
Secretary SHTJLTZ. You laughed but I am serious.
The CHAIRMAN. Is it the mandatory allocation law that did it ? If 

so, I want to help amend Mr. Jackson's law. If it is the oil companies 
then I want to take that into account when that House bill on this 
excess profits gets in over here. If it is you I want to do something about 
trying to make you do what you ought to be doing. But will you 
explain to me why we are losing about a million barrels a day that 
ought to be coming in here? Do you agree we ought to be getting 
about a million barrels of imports more than we are getting right now ?

Secretary SHTJLTZ. There are plenty of problems, and so there is 
plenty of blame and no doubt all the, narties that vou mentioned deserve 
some. But I think the evidence is, in my opinion, and what I say I 
know is just what I think, and probably everybody in the room has a 
different opinion, but it seems to me the e,vidence is that despite the 
embargo we continued to get a lot of oil after the embargo was placed 
on. which we call leakage and which was very substantial. An<J then 
all of a sudden it declined dramatically, our imports.

Now the timing of that decline more or less coincided with the 
c.oming into being of the mandatory allocation program which I take 
if is what you are referring to as Senator Jackson's bill.
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Now, that allocation-
The CHAIRMAN. If it wasn't Senator Jackson's bill, who was it? 

If it were my bill I would just say it is Senator Long's bill and I 
would try to correct it provided I agreed with you, but go right ahead.

Secretary SHTJLTZ. Well, I think that there have been some very 
constructive things accomplished through the allocation program, and 
I think, on the whole, the strategy that we had of protecting jobs, 
seeing to it that industry got the feed stocks needed has worked out. 
In knowing the problems we have we shouldn't overlook the problem 
that we don't have and which we managed to solve.

But the allocation system at the level of crude, which Bill Simon 
at the time it was being considered pleaded that it not be put in 
there, that is the result of saying to a .potential importer of crude 
that "If you import this barrel of oil, which is going to be at the 
very high end of the total structure of prices since we control our 
old oil at 514 and then you have prices in between, the imported oil 
is going to be at a high price. It says to the importer, "OK, you import 
that oil, you are importing it at the high end'of this thing. Now as 
soon as you get it, then it is subject to allocation and if you have as a 
result of your action more than your share then you are going to- 
have to send it to somebody else so that they have an equal propor 
tion of the total crude available. But you send it to them not at the 
price you paid for it," and of course if you just did that it is hard 
to see why you would import it to begin with, "but rather you send 
it to them at a price that is more like the weighted average price 
of all the oil you happen to have." So you import oil in effect for 
one price and then you allocate it to somebody else at a lower price.

Now that creates a situation in which you automatically lose money 
for every barrel of oil you import. But even worse since there are 
competitive problems in the industry you not only have to do that 
for yourself but you have to hand this oil over to a competitor who 
didn't bother to be an importer but just waited there because of the 
allocation scheme for you to import to hand to him to make you hand 
him the lower priced oil. And the effect of that is to say to people that 
the Government is going to set up a system under which it is not in 
your self-interest to import oil.

Now, you can pound on people and tell them they are scoundrels, 
not to operate against their self-interest, and that is what we tend 
to do these days. We are going to pass a law telling everybody that 
they are going to have to act against their self-interest, and I am 
here to tell you it isn't going to work very well.

The CHAIRMAN. If a man on the market goes out and pays $10, 
which I assume he has to pay if he is going to meet the going world 
market price—today it is probably more than that—but assuming he 
can buy oil for $10 _a barrel and bring it in here and assuming that 
he has some domestic production, he has to share these imports with 
his competitor but he has to sell it to him for $6 a barrel. Is that 
about the size of it ?

Secretary SHOLTZ. Whatever the weighted average of it turns out 
to be, that is about the size of it.

The CHAIRMAN. So he is losing $4 a barrel; he is being made to 
sell to his computer.
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Secretary SHTTLTZ. Right, and his competitor is being made better 
off by that.

The CHAIRMAN. And meanwhile the competitor says, "Why should 
I buy oil on the world market for $10, when I can buy it from Exxon 
or Shell or Gulf for $6."

Secretary SHTJLTZ. "I can get the Federal Government to force 
them to sell it to me for those prices so why should I go and import it 
at the higher prices." It is not a peculiar thing for anybody to 
think under the circumstances——

The CHAIRMAN. Can't we find some way to correct that thing ? Does 
it require a change of a law to correct it ?

Secretary SHTJLTZ. It would be desirable to change the law. We 
have tried to figure out—since it can't be that the Congress really 
intended this to happen—that there must be some way to work it 
through, and Bill Simon believes that he has worked out and is put 
ting into effect a way to get around this. But I think that when you 
see a set of figures going along about the volume of imports and then 
all of a sudden it cracks down you can't help but ask yourself what is 
associated in time with that event, and it turns out, I believe, that— 
well, it is oversimplification but the allocation system seems to be the 
thing that kindled and produced this problem.

The CHAIRMAN. It seems to me we had enough problems before the 
Government started lousing the thing up. [Laughter.]

And if it is the Congress we ought to do what we can to correct 
that.

Those are all the questions I have at this time, if other Senators 
want to ask any questions.

Well, thank you very much, Mr. Secretary and Mr. Flanigan; we 
will expect Mr. Eberle back tomorrow to go into details.

[Whereupon, at 12:50 p.m., the committee was adjourned, to recon 
vene Tuesday, March 5, 19T4, at 10 a.m.]
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U.S. SENATE, 
COMMITTEE ON FINANCE,

Washington, D.G.
The committee met, pursuant to recess, at 10:05 a.m., in room 2221, 

Dirksen Senate Office Building, Senator Eussell E. Long (chairman) 
presiding.

Present: Senators Long, Talmadge, Hartke, Fulbright, Ribicoff, 
Byrd, Jr., of Virginia, Gravel, Bentsen, Bennett, Curtis, Fannin, 
Hansen, Packwood, and Roth.

The CHAIRMAN. This hearing will come to order.
The doorkeeper is instructed to permit as many additional persons 

as the room can accommodate to come in on a standing room only 
basis.

This morning we are pleased to have Ambassador William D. 
Eberle, Special Representative for Trade Negotiations. Ambassador 
Eberle, we are pleased to welcome you back. Following your state 
ment we will have a few questions for you.

STATEMENT OF AMBASSADOR WILLIAM D. EBEKLE, SPECIAL REP 
RESENTATIVE FOR TRADE NEGOTIATIONS, EXECUTIVE OFFICE 
OF THE PRESIDENT, ACCOMPANIED BY AMBASSADOR HARAID 
MALMGREN, DEPUTY SPECIAL REPRESENTATIVE, AND JOHN H. 
JACKSON, GENERAL COUNSEL AND ACTING DEPUTY SPECIAL 
REPRESENTATIVE

Mr. EBERLE. Thank you, Mr. Chairman. I was very imprassed yes 
terday with the concerns of this committee over changes in the world 
economy with particular emphasis on the need for access to supply 
and over allegations of the United States having being out-negotiated 
in the past. I think the most important thing that I can say today 
is that the legislation we are proposing goes to those concerns.

NEED FOR RESHAPING WORLD ECONOMY

The need for improving and reshaping the world economy has 
been evident for some time. The rapidity of change in world supply 
and demand circumstances for some key products has recently dram 
atized the need for change. But the growth of world economic inter 
dependence was already well underwav long before the energy crisis 
broke upon us, and long before problems of tight supply emerged 
in such variegated products as wheat and scrap metal.

(211)
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It was evident to this administration in the period from 1969 
through the summer of 1971 that drastic action was required to dis 
lodge some of the fixed attitudes and practices of the governments 
of the world. We believed then the time had come to start a major 
overhaul of the global economic system, in all of its aspects. Beginning 
with the international economic measures taken on August 15',. 1971, 
we did develop a new process of discussion internationally, while 
restructuring our own competitive position and our relations with 
our major trade and payments partners.

Since then, much has been accomplished. On the monetary front, 
exchange rates, including the relative U.S. position among them, are 
now adapting to changing world market circumstances, and no longer 
standing rigidly against the forces of history. New regularized pro 
cedures in the IMF are being established to facilitate1 coordination of 
economic policies and especially harmonization of'balance-of-payments 
adjustments.

In the trade field this administration has been hard at work with 
our trading partners to deal with troublesome problems.

I know how strongly the Senate Finance Committee feels about 
trade problems, especially where the actions of other nations have 
been inconsistent with their international obligations and with ac 
ceptable concepts of reasonableness and equity. Let me review for 
you the progress we have made in the last 2 years in solving some 
of the residual problems of the past, and in moderating or preventing 
new problems from damaging our trade interests.

ELIMINATION OF RESTRICTIONS ON UNITED STATES

Some of the restrictions which we have successfully eliminated 
are the most longstanding barriers against us, such as French, 
British, and Japanese restrictions existing in some cases for almost 
three decades. We have also succeeded in eliminating new restrictions 
as they have come into effect, such as the, European Community 
compensatory taxes on many agricultural products. Negotiations with 
Japan also have resulted in virtual elimination of that country's unfair 
incentives for exports. These efforts on our part have demonstrated 
that the GATT can work if intense efforts are made and good political 
will is demonstrated among our trading partners,

I can say as the man on bhe frontlines that these negotiations have 
not been easy and we have not had all the tools necessary to deal with 
them, but some of the positive results we have been able to achieve so 
far have included in the case of France that the United States was 
able to negotiate, in March and April of 1973, agreements that finally 
would eliminate the remaining quotas on all but one product. That 
product is still under discussion. Quotas to be eliminated under the 
agreement with France affected dried and dehydrated vegetables, 
canned tomatoes, tomato juice, and canned fruit, except canned pine 
apple, that is, canned peaches, fruit cocktail, and other canned fruit.

In the case of Great Britain, we recently concluded arduous nego 
tiations on restrictions which were designed to favor Caribbean coun 
try exports to the United Kingdom and limiting those of the United 
States. These negotiations involved extensive consultations fcy our 
Government with Caribbean countries, in an effort to avoid actions 
which might damage their export opportunities. The result has been
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that quotas will soon be eliminated on exports to Great Britain of 
fresh grapefruit, single-strength orange and grapefruit juices, rum, 
cigars, and frozen or canned grapefruit segments.

Near the end of 1972, the European Community, as a result of 
exchange rate changes, authorized the imposition of new compensa 
tory taxes on agricultural products to assist the operations of the 
European Community's Common Agricultural Policy. The action 
affected some $40 million of U.S. exports. Vigorous efforts by the 
U.S. Government, both bilaterally and in the GATT, resulted in 
termination of this barrier to our trade on at least 97 percent of Uhe 
products which were affected.

In the last 2 or 3 years negotiations with Japan have been intensi 
fied. The result has been major quota and license liberalization by 
Japan. In early 1969, 119 products of the BTN category were under 
restrictions. Since that time most have been liberalized, leaving 32 
items under restriction as of July 1973. However, among the most 
important items remaining under quota restrictions, we now have an 
agreement that digital computers and parts will be fully liberalized in 
1973 and integrated circuits by 1974. Among the agricultural items 
remaining under quota restrictions, most of the quotas have been 
increased substantially in recent years. Japan has also eliminated 
other import restrictions, reduced tariffs, and has virtually eliminated 
its export incentives. These actions, and others, by the end of 1973 
made a major contribution to the reduction of the imbalance of trade 
from levels of over $4 billion to about $1.5 billion.

We believe this administration's record in pursuit of our legitimate 
trade interests is outstanding, and proves that when we do follow 
sound policy through vigorous negotiations we can create new and 
better opportunities for American business, farms, and workers.

EMPLOYMENT OF EEC •
At the moment, as you know, we are intensively engaged in negotia 

tions with the European Community concerning the changes in tariffs 
and nontariff measures resulting from the enlargement of the 
European Community to include the United Kingdom, Ireland, and 
Denmark. The entry of these three countries into the European Com 
munity resulted in changes in their tariffs and nontariff measures to 
bring them into line with the European Community. For the United 
States there have been both pluses and minuses involved—some British, 
Irish, and Danish tariffs have come down, while others have risen. 
Taking all of this into account, however, we believe that adjustments 
have to be made in our favor to achieve a reasonable settlement. We 
have been negotiating with a view to obtaining significant trade con 
cessions on selected items of particular value to the United States 
which might provide a more adequate 'counterbalance to the adjust 
ments which the European Community has already made. These trade 
talks between the United States and the European Community have 
not been easy. Both sides have good arguments to put forward, and the 
GATT in this case only prescribes that a negotiated solution is needed. 
The talks have been going on for a year and a half already. However, 
at this particular moment the issue is under the most intense discussion 
within the European Community, and between the European Com 
munity and the United States, and I am not able to predict the .out-
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come here, but I am sure we are going to find some solution in the 
coming weeks.

But these kinds of efforts to deal with some of these residual prob 
lems of the past and with particular new problems, are not enough. 
We are now convinced that the problems of the future will grow in 
number and size unless we take major international steps to develop 
an improved trading system and lay the basis for further expansion 
of world trade.

BILL PROVIDES MORE NEGOTIATING AUTHORITY

I might add here that the trade bill which you are considering has 
two important aspects. The first is to give authority to deal and 
negotiate not only in the GATT but in any forum. But equally im 
portant it is to give the tools te your negotiator to deal with these 
problems in the event the negotiations are not as successful as we 
would hope, and during the time the negotiations go on. This combina 
tion is totally interrelated and we must have them if we are to do the 
j ob that I think this committee wants done.

In the past as this committee well knows there have been only 
minor efforts made to deal with nontariff barriers, export aids, agricul 
tural measures which affect trade, and the general rules of the trad 
ing game. The problem which remain after several past negotiations 
are obviously the toughest problems. They are the ones past negotia 
tions could not resolve. We now propose to deal with them. In fact, 
we believe it is crucial to get at these difficult issues now to prevent 
growth in their number and effects in the next few years. In pursuing 
solutions to these complex problems new techniques will be needed 
to insure improvement in the conditions of doing business in world 
markets.

The problems of managing international economic adjustment, espe 
cially in view of recent supply and price problems and their monetary 
effects, will not be adequately dealt with by exchange rate adjustments 
alone. The temptation to other governments to intervene with specific 
trade measures to take care of this or that section will be great. We 
must set up a better mechanism for dealing with these problems as 
they arise, before crises are generated. In that regard it is interesting 
to note that in the most recent Business Week is the suggestion that 
had we had a GATT to apply to oil problems in advance many of 
these problems might not have occurred.

Then, too, we have to face the problems generated by abrupt or 
severe adjustments in the level of supply in relation to world market 
demand. This is not only a question of energy, although that has been 
foremost in the public mind. As we have seen over the last year, world 
demand changes combined with inflationary problems at home have 
put extreme pressure on supplies of some commodities and raw mate 
rials, both agricultural and industrial. Such problems can be expected 
to arise from time to time in an economically interdependent world 
characterized by rapid changes. It is part of the price of economic 
success that we must constantly alter our own circumstances and adapt 
to new opportunities. The energy adjustment, in other words, has 
simply accelerated the forces of change that we were already facing 
anyway.
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We could fight these difficulties with unilateral measures to insulate 
our economy, but if everyone does this at the same time the collective 
effect will be severe damage to all of the free world economies. The 
problems cry out for negotiated, common solutions today.

To deal with these old and new trade problems we need new tech 
niques of negotiation and new powers to manage our own national eco 
nomic position better in relation to our national interests. This has 
been recognized by Senators Mondale and Ribicoff, of this committee, 
in their cosponsored, proposed amendments to the Trade Reform Act 
concerning short supply problems. In this regard, I note that Senator 
Chiles has proposed an amendment to the Export Administration Act 
which bears a resemblance to these same proposals. We believe that 
these ideas are conceptually sound and we join in the spirit of the pro 
posals made—although in the course of the hearings and in our work 
with the committee on the bill we will have some detailed changes 
to suggest to improve the effectiveness of the amendments in the direc 
tion of the objectives raised by Senators Mondale, Ribicoff and Chiles.

In the same spirit we have in the executive branch made a number 
of suggestions for future authorities we believe we need to meet the 
problems of tomorrow. Many of these are embodied in the version of 
the Trade Reform Act as it has emerged from the House. We will, 
however, have some modifications to suggest for jour consideration.

NEW TECHNIQUES OF NEGOTIATION SEEN NEEDED

We believe, for example, that new techniques of negotiation are 
needed, and that one of these ought to be negotiation within key 
sectors. We need to insure that the overall problems of certain key 
industries and agricultural sectors be covered in an integral manner, 
relating tariffs, nontariff barriers, Government policies, future world 
supply, and pace of adjustment considerations. But on the other hand, 
we cannot conceivably do this for every sector of our economy, nor 
should we. So while we believe the sector approach may be desirable 
in some cases, there must be flexibility in the choice of sectors and 
in the methods used in each. This can best be resolved in consultations 
between industry, agriculture, and the Congress, and we would like 
to see more leeway written into the bill to achieve that end. Similarly, 
if we are to be effective in negotiating with our trading partners, 
we will need maximum leverage and a high degree of flexibility in 
applying that leverage. The countervailing duty statute, and regula 
tions under it, have at least recently proven a sound remedy for many 
unfair practices. But that law, written in 1897, does not give us nego 
tiating leverage, because the. use of it is nonnegotiable. We need some 
degree of discretion in the application of the law if we are to find 
real, effective long-term solutions in changes of practice by other 
nations. We hope some further changes in the bill before you can be 
made, to improve our management of this area at home, while giving 
us more bargaining flexibility abroad.

These new techniques of negotiations I call for are necessary, but 
not enough. We also believe there is need for new techniques of con 
sultation and new channels of information at home. We believe, above 
all else, that there must be a better and more intimate working arrange 
ment with the Congress than has existed in the past in matters of 
trade, and especially in trade negotiations. We have noted in the chair-
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man's, Senator Long's proposal for a more effective liaison and we 
welcome the opportunity, because fundamentally it is the Congress' 
constitutional power to regulate commerce with foreign nations.

CLOSE COOPERATION WITH CONGRESS DURING NEGOTIATIONS SEEN
NECESSARY

But also importantly, we have found that our legislation, our policy 
formulation and our negotiations have all benefited whenever the 
dialog with Congress has been close. Accordingly, we have invited 
the Congress to devise a continuous role for its own participation in 
the trade negotiations. I might add I can give you personal assurance 
that we are not about to negotiate with our partners unless we have 
that close cooperation with Congress, so when we bring back what 
ever proposals we do bring back there is a full and complete under 
standing of those proposals. This is necessary if we are to represent 
the United States fully.

ADVISE OF INDUSTRIAL, AGRICULTURAL, LABOR, AND PUBLIC INTERESTS
NEEDED

The industrial, agricultural, labor, and public interests generally 
must also be weighed in a more direct manner. There has been re 
peated criticism that past efforts to use advice from these elements 
of our economy have been inadequate. We agree, they have been 
inadequate. On the other hand, the sheer enormity of the task of 
hearing and weighing advice from every quarter of American life 
must be recognized. We will need great ingenuity both in the Govern 
ment and in the private sector to develop a better apparatus for 
distilling the essence»of advice from so many people. We need this 
committee's understanding in our efforts to build a better consulting 
apparatus. Such a system is crucial to the results we can hope to 
achieve for our Nation. The Trade Eeform Act provides a basis for 
a better system, although its provisions need to be adapted slightly 
to bring other elements of the American economy, especially agri 
culture; into balance with the weight given industrial consultation.

MOMENTUM DEVELOPED FOR TRADE TALKS
I hope you recognize, in our efforts to develop new mechanisms 

and new methods of dealing with our problems at home as well as 
abroad, that we have tried to follow a realistic, tough, yet sensible 
approach. We have also developed momentum for trade talks with 
our trading partners. The Ministers of some 105 nations met in 
Tokyo in September to launch negotiations, on the basis of a unani 
mous declaration. It is also interesting to note there are only a little 
over 80 members of the GATT and yet 60, a little over 60, of those 
are participating in the 105, so this is a very broad group of coun 
tries that have joined together to do a job, and I think it indicates 
not only that there is general agreement on the need for this dis 
cussion, but also that the developing countries themselves recognize 
that they need to work with us in building a better trading system 
for the world.
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Since the Tokyo meeting, work has gotten underway in Geneva 
in preparation for the negotiations and to not worry you about this, 
these preparations are in fact analytical preparations. They look at 
various alternatives. They are underway and all nations are, in fact, 
participating in that preparation.

ENERGY CRISIS AND TRADE NEGOTIATIONS
In the light of the energy crisis during these preparations, some 

governments have reexamined whether or not trade negotiations 
should be pressed forward. Most of them have concluded that there 
is all the more urgency now and have urged us to move forward with 
the trade bill in our own preparations.

We ourselves agree with this greater sense of urgency. A rash of 
unilateral trade and monetary actions in reaction to energy problems 
could only make the problems of world adjustment, and our own diffi 
culties, much worse.. I could not help but note in the morning's paper 
the European community's commitment to negotiate with some of the 
Arab countries, and again a list in Business Week of bilateral deals. 
I would say we still have time because these bilateral deals neither are 
firm nor have they yet created any problems. One should not specu 
late on these, but it does point up the urgency for us to have the 
kind of authority to sit down and negotiate to see if we can keep 
our actions in a multilateral context and to assure that the United 
States has credibility at the bargaining table now and not after the 
fact, as has been the case in the past.

CONGRESSIONAL ACTION AWAITED
The momentum that has been generated internationally stands now 

to wait upon action by the Senate Finance Committee and the Con 
gress. We have put before you what we believe to be a sound set of 
proposals—proposals which will help us to manage our own domestic 
position better in relation to the world, and which will help us to 
negotiate with our trading partners more effectively, with strength 
and with flexibility. We intend 1o devise and utilize new techniques 
of negotiations, and new techniques of cooperation and consultation 
with Congress and with the various segments of the American econ 
omy. We hope you see our comprehensive approach as a sensible 
one, leading to greater equity for America in the world and greater 
economic opportunities for the American citizen.

OVERVIEW or THE TRADE BILL
Let me now turn briefly to an overview of the trade bill rather 

than go through this long volume of testimony which I would like 
to file at this time for the record, Mr. Chairman, because I believe 
you will find a high degree of logical consistency and interdependence 
in the various parts of this bill.

The broad purpose of the trade bill is twofold, and this is abso 
lutely essential to recognize. It is to enable the United States to par 
ticipate effectively in the forthcoming multilateral trade negotiations 
or any other negotiations, such as the World Food Conference or 
whatever may take place and, at the same time, to better manage
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the domestic issues as they arise. If negotiations are not yet success 
ful today, it is because we do not have those tools today. We will 
seek agreements which will stimulate U.S. economic growth in the 
context of strengthening our global economic relations through fair 
and equitable market opportunities and more open and nondiscrimina- 
tory world trade.

TITLE I

Title I of the bill contains authorities to conduct the new round 
of trade negotiations and procedures through which to implement the 
results. The primary negotiating authorities would extend for a period 
of 5 years and include reduction or removal of tariffs and nontariff 
barriers to trade and provisions for increased participation and over 
sight by the Congress and the public. Let me add here that the com 
ments that this is a great grant of power to the Executive just are 
not valid. This proposes a joint working relation with Congress, a 
joint understanding with Congress during the negotiations and then 
a procedure for congressional oversight and veto, "when we come back. 
If we do not have that kind of participation neither Congress nor 
the Executive are going to represent the U.S. public well.

To enable us to more effectively manage the trade agreements pro 
gram, there are also authorities to make adjustments on the trade side 
to particular inflationary or balance of payments circumstances. As 
presently drafted, these authorities are the minimum needed to pro 
vide credibility for the U.S. negotiators in their attempt to 
bring about a common realization that international cooperation can 
work effectively to deal with new as well as old problems. As I have 
indicated, we have proven that in the last 2 years, we have not had the 
authority to get at some of these old problems.

TITLES II AJSTD III
Now, turning to titles II and III, the authorities to manage trade 

problems domestically, I might point out again there are provisions for 
Congressional oversight. We want Congress directly concerned with 
these problems and we must have congressional cooperation.

Title II provides for temporary import relief and adjustment as 
sistance which is made more accessible for indiistries, firms and work 
ers. The tests of injury for import relief are eased. Administration 
of worker adjustment assistance is streamlined under the Labor De- 
Pjirtment and its level and scope have been substantially expanded. 
Under the import relief provisions an order of preference is expressed. 
Tariffs are preferred to quotas and orderly marketing agreements, 
which are lowest in preference and incidentally, they are subject to 
congressional review.

The provisions of Title III generally improve existing authorities 
to deal with foreign unfair trade practices. Authority is granted, sub 
ject to a number of limitations and procedures, to apply duty increases 
or quantitative limitations in response to unjustifiable—illegal—or un 
reasonable trade practices by foreign countries. Again, I had to read 
the morning paper to see the emphasis on this retaliation. I would like 
to make the point as a negotiator that we do need that right for the 
world to understand that the executive branch does not have that power, 
which we do not today. At the same time, we do not expect to use that
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power unless we fail to find a way of negotiating international agree 
ments or our trading partners do not live up to their international 
obligations. No one should fear that we are going to retaliate all by 
ourselves, because it takes adverse actions by our trading partners, 
before we would do it.

The authority in this area is extended specifically to include export 
subsidies to third country markets or to the United States. Any meas 
ure imposed under this authority is subject to congressional review. 
Concerning anti-dumping provisions, time limits and procedural and 
technical changes have been proposed. Time limits have also been 
established on countervailing duty procedures. In addition, the coun 
tervailing duty provisions would be extended to cover duty-free im 
ports. During the next 4 years, the Secretary of the Treasury can re 
frain from countervailing if to do so would jeopardize the interna 
tional negotiations. There are serious problems with this provision, 
which Secretary Shultz has already spoken to.

Finally, I would note that changes in responses to unfair trade 
practices involving patent infringement provide for fairer proce 
dures, a greater role by the Tariff Commission, and judicial -review.

TITLE IV

Now, turning to title IV of the Trade Reform Act, this authorizes 
the President, subject to certain conditions to extend nondiscrimina- 
tory tariff treatment to imports of certain Communist countries not 
currently granted equal treatment. This authority is seen as a key 
element in the development of orderly economic relations with the 
nonmarket economy countries. As presently drafted, however, U.S. 
extension of nondiscriminatory tariff treatment, as well as credits 
and guarantees, may well be precluded. This, in. turn, as indicated yes 
terday, would! prevent the October 1972 TJ.S.-U.S.S.R. commercial 
agreement and the full settlement of lend-lease obligations from tak 
ing effect. The administration is deeply concerned about these con 
straints, while fully sharing the humanitarian concerns which gave 
rise to them. We are hopeful that an accommodation can be reached 
in the language of the statute, thus enabling us to continue building 
upon mutual East-West interests to achieve a stable and durable 
peace.

TITLE V

Title V of the bill grants authority to the President to join with 
other developed countries in the extension of generalized tariff treat 
ment, for a period of 10 years, to eligible imports of beneficiary devel 
oping countries. By increasing their access to developed country 
markets, developing countries can expand export earnings—thus en 
hancing their economic growth. In addition, the United States can 
benefit as it is anticipated that a large share of their increased 
export earnings will return to the United States in the form of addi 
tional purchases here. We have put limitations on preferences so that if 
any eligible exports exceeds $25 million or 50 percent of our market 
it automatically loses that preference. We have also provided in 
section 806 and 807 tariff treatment of border industries' exports 
to the United States that if there is abrupt market disruption, U.S. 
competitors will be eligible for import relief.

30-229—74--pt. 1———15
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Let me conclude with a fundamental theme which is that interna 
tional peace cannot be based on just one or another action or negotia 
tion in international relations. The political, security, and economic 
issues are all intertwined. Indeed, in the present state of a higher 
than ever degree of economic interdependence, this is more true 
than ever before. To ensure a stable, prosperous world, we must devel 
op an adaptable but orderly world economic system that minimizes 
frictions between nations and enhances their common interests. It is 
a fundamental tenet of our foreign policy that common problems in 
the world should be dealt with collectively, through negotiated solu 
tions, rather than through escalating conflicts of unilaterally deter 
mined national policies and actions. The Trade Reform Act is essen 
tial to enable us to complete our efforts to build peace in this troubled 
world.

I would like to close with the President's words from his message 
accompanying the trade bill when it was submitted last April. They 
are even more urgent today:

This structure of peace cannot be strong * * * unless it encompasses inter 
national'economic affairs. Our progress toward world peace and stability can 
be significantly undermined by economic conflicts which breed political tensions 
and weaken security ties. It is imperative, therefore, that we promptly turn our 
negotiating efforts to the task of resolving problems in the economic arena.

Thank you. Mr. Chairman.
The CHAIRMAN. Thank you very much, Mr. Eberle. I am going to 

try to confine myself to 10 minutes and urge other Senators to do like 
wise in the first round of questions.

TRADE FIGURES—GIF vs. FOB

I will ask that a member of the staff hold up two charts; I also ask 
that the charts be made a part of the record.*

Mr. Eberle, I discussed with you what I am going to illustrate with 
the chart.

It seems to me if we are properly to serve the national interest, we 
need to take a look at these international programs with some sort of 
a comprehensive set of figures so people can see what the foreign aid 
program is costing us, what the trade program is costing us, what the 
military program is costing us. The Government must stop deceiving 
the American people through statistical games. As it is now we are 
told that, no, it is not the trade program that is costing us—we are 
making money on that it is the AID program. Then you go to the 
AID people and they say no, it is not the AID program that is costing 
us, because most of that would have to do with exports—it is the mili 
tary program. And then you go to the military and they say, "It's not 
our program that is costing you, it is the other fellow's." By the time 
you get through, as Senator Symington said one time, you add up a 
great column of pluses and end up with an enormous minus at the end 
of the column.

These charts illustrate the difference between the way our balance 
of trade books are kept and the way they ought to be kept. The Charts 
show the difference between our balance of trade, the way that 9o per-

See footnote at end of table.
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cent of the countries keep their books, and what our balance of trade- 
has been in the way that the books are kept in this country.

I understand how the books are kept here. We have a provision in 
the Constitution, unknown to a lot of people, which says that this 
Nation will not discriminate among ports, one port against the other, 
in the collection of tariffs. In order not to discriminate among ports we 
levy our tariff based on the value of a commodity in the foreign coun 
try. We call that the foreign value. That way it doesn't make any dif 
ference whether you bring the article in at New York or New Orleans,, 
the tariff would be the same.

But when you are considering whether you are making money 
or losing money on your trade that is not how you should be keeping 
your books; your books ought to reflect whose ship carried this article 
from Europe or Japan to the United States and the full amount 
you paid for it. It is just as when a merchant buys something, he puts 
it on his books what he has invested in that article on his shelf as well 
as the freight. But our trade figures—these official figures that have 
been published for so long—don't include the cost of freight.

As though that were not bad enough, the export figures are inflated 
by including all that stuff we have been giving away since World War 
II. So the executive branch includes in its export figures the things 
that they are giving away or the soft loans which nobody ever repays. 
And so by including the give-aways on the export side and by leaving 
off the freight on the import side, they wind up with a big plus figure 
for what should be a minus.

Now, according to the chart which is calculated on a cost, insurance, 
and freight basis, we have been in deficit every year since 1966, and 
that adds up to a deficit of $30.9 billion, roughly $31 billion deficit, in 
our trade accounts. This is the way they should keep these books, by 
any honest bookkeeping methods.

Now look over at the other chart and you see how those books are 
kept for the purpose of issuing these quarterly official good news 
announcements. According to this misleading chart, every year, except 
the years 1971 and 1972, we made a profit.

The difference is that by adding in something that doesn't belong 
in there and by taking out something that does belong in there, they 
can deceive people that we enjoyed a trade surplus, when, in fact, we 
were in deficit. From 1966 through 1973 these quarterly good news 
announcements would have you believe we had made a profit of $6 
billion, whereas by what I would regard as an honest set of books— 
kept in the way that 90 percent of other countries keep their books, as 
well as the International Monetary Fund—we didn't make a $6 billion 
profit, we lost $30.9 billion, or in round figures, we lost $31 billion.

Now on a liquidity basis, we had a deficit in our balance of payments 
during those same years of roughly $62 billion, of which half of it 
is what we lost in trade.

Now, during all that period, with the exception of those 2 years 
where they admit we lost money, they have been saying that the only 
bright spot in all this military aid, military troops for Europe, war in 
Vietnam, and all that—the only bright spot in the whole thing has 
been the trade picture. So, they said, since we have been making 
money in trade, we have to do more of what we were doing the way 
we were doing it.
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Well, the fact is we weren't making money, we were losing our 
shirts in the trade area, too. So we couldn't afford that either.

Now what we need, as I see it, is to start out by putting together a 
set of books where the American people can look at the AID program, 
the trade program, the troops to Europe—the whole thing—and see 
what it really is costing rather than each program assessing its cost 
over in someone else's basket. As it is now, by the time you get through 
it looks as though we are making a profit on all of these and, in fact, 
we are making a great big loss.

Ambassador Eberle, do you agree with the argument that I have 
been making about that you have no business adding—that is you 
have no business leaving the freight off your imports—to see with a 
foreign country ?

Mr. EBERLE. Mr. Chairman, as you know, in principle I am in agree 
ment with you and T commend you for your efforts because you prob 
ably now know that the Department of Commerce is reporting these 
numbers both ways, GIF, FOB, as of January of this year. Now there 
is still a question over Public Law 480 exports, and I am hopeful that 
those numbers can also be footnoted. But let me assure you not only 
should those figures be reported in both ways but we from the trade 
negotiating side have always negotiated on the GIF, your basis, be 
cause the only way to support these other programs is to see that we 
have a positive current accounts balance or a positive basic balance, 
before deducting these other programs. You must look at them in 
total.

The CHAIRMAN-. I don't see how we are going to get anywhere with 
these negotiations as long as they keep putting out these good news 
announcements which deceive the American public. It seems to me as 
though we ought to drop the FOB thing and put it on a GIF basis 
so people can see where we actually stand.

I have had the experience of having a member of a Japanese trade 
'delegation come into my office to talk about the situation and he 
couldn't understand why I was so concerned, and appeared to be a 
protectionist. He showed me this good news announcement in the 
New York Times. "Look at all this profit you are making in the for 
eign trade. Why would you want to do us out of it ?

I tried to explain to that person "If we kept our books the same way 
that you kept yours we would show a great big deficit rather than a 
T>ig surplus."

I went to a trade conference about 2 years ago in Europe with the 
EEC, and our own Secretary of State got up, at that time William 
Rogers, and proceeded to explain to those people that they had to 
cooperate with us and help us with our big payments deficit because 
this military expenditure to help defend Europe was causing a huge 
burden on us and in order to sustain that burden we had to make a 
big profit in the trade area. He should have been telling them we are 
losing our shirt in trade as well as in aid, and he should have put our 
figures on the same basis as their's to prove it. If they had been told, 
"Here are the honest figures, we are losing money," they might have 
been more inclined to help us with our aid burden. Some, of course, 
would not be impressed. The French had already asked us to g&t out 
of France and not to comeback.
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I think Commerce and all the rest ought to stop putting out these 
fraudulent good news announcements about phony trade surpluses 
when, in fact, we are losing our shirt and can't keep it up.

If we start out by putting our trade books on a basis where some 
body can understand them, we then have a starting point from which 
you could negotiate and tell these people that we are, in fact, losing 
a great deal of money. If we would quit deceiving our own people and 
ouit putting out the wrong figures and start putting ou the right 
figures and insisting on those, we could get somewhere negotiating 
with those people.

Do you think that will help ?
Mr. EBERLE. It certainly helps because I have the same problem in 

negotiating to convince our partners that on that same basis we do 
have a deficit in our trade accounts. It is very difficult to explain this 
to them. But I do think the fact that we are publishing it both ways 
now will be extremely helpful.

I might also add that some of our trading partners have taken a 
look at this new and decided maybe they should report more along our 
way so you have two problems on your hands.

The CHAIRMAN-. I might say if they want to report it the way the 
Commerce Department has been reporting they are in for a real night 
mare of wandering around in the fog because they will wake up some 
day and find out what they have been living in a dream world which 
has no relationship to fact and truth whatever. So that if we really— 
I would think since we are one of the very few people, one of the very 
few nations that reports it the strong way we ought to report it the 
same way the others do. Of course, I was pleased to see the Interna 
tional Monetary Fund, they don't keep these trade figures anyhow, 
they keep a balance of payments set of figures, so that on that basis we 
are not deceiving anybody, even ourselves, but unfortunately, while 
they are deceiving, not we, but while this Government, this administra 
tion, has had this bipartisan deception going on directed at the Amer 
ican people, I cannot conclude other than it has done a great deal 
to prejudice our interests in trying to find and to put into effect the 
kind of answers toward which you have been directing yourself.

Senator Talmadge.

TOBACCO TARIFF DISCRIMINATION AGAINST THE U.S.

Senator TALMADGE. Thank you, Mr. Chairman.
Mr. Ambassador, as you know, the GATT requires any nation such 

as those in the European Economic Community when it expanded from 
six to nine countries last January to negotiate concessions to compen 
sate for losses in third countries.

Currently all tobacco selling above a $1.27 a pound must face a spe 
cial 15 percent value added tax. This specifically discriminates against 
American tobacco since it is of a higher quality and therefore higher 
value than most other tobacco entering the European Communitv. So 
far the European Communitv has not agreed to chancre their tobacco 
tariff policy. Is the United States prepared to stand firm on our posi 
tion that the European Community should eliminate the so-called 
wrapper leaf tariff which discriminates against exports of high quality 
American tobacco ?
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Mr. EBERLE. Senator, that is one of the products that has been of 
high priority in our negotiations. It is one we recognize as of trade 
importance, along with a number of others.

As I said in my opening statement, we are in a very sensitive area 
now of the wrap-up, hopefully, of the Common Market enlargement 
compensation negotiations, and I would be delighted to brief you in 
executive session on all the details of it.

Senator TALMADGE. I would appreciate it. As you know, tobacco is 
very important to my State, and a number of others, and it is one of 
our principal dollar earners insofar as exports of agricultural com 
modities is concerned.

Mr. EBERLE. I can assure you it is one of the items which has been 
right at the top of our list in our discussions.

INDUSTRY REPRESENTATION SEEN NEEDED DURING NEGOTIATIONS

Senator TALMADGE. I want to get into another area that I feel I have 
some familiarity with. You remember the Trade Act of 1962 provided 
for representatives of the Ways and Means Committee and also the 
Finance Committee to be advisers to our trade negotiators. Of course, 
we had our legislative duties here. Many of us went over there a time or 
two and rushed back. Consequently, we didn't find out much. We got 
to eat some very delightful lunches and dinners and attend a few re 
ceptions at some of the embassies. That was about the extent of it.

Now while the American business people who had some knowledge of 
international trade were excluded totally from our negotiations, the 
Japanese, the Germans, and the French, and the European Economic 
Community had the best industrial team that was available at the 
hands of the negotiators day and night to give expert advice.

Don't you think it would be far better rather than having a few 
politicians from the Ways and Means Committee and Finance Com 
mittee who had no expertise in international trade, to have represent 
atives from American industry who were competent to advise you as 
the negotiations proceed ?

Mr. EBERLE. The answer is yes on both counts. And let me say that we 
have urged that members of Congress find a way to work also directly 
with us, whether it be through their staffs as part of the team, or as 
members, and I can assure you that you will be kept fully up to date on 
our negotiations. It is only a matter of your telling us how you want us 
to do it. I have a personal commitment to see that that is done.

Senator TALMADGE. I think we ought to be informed, and I will give 
you an illustration. Of course, being from Georgia I had some interest 
in textiles, as you might imagine. We could find out virtually nothing 
as to what was going on in textiles at the negotiating conference, but 
some of my constituents could call their friends in France and their 
friends in Germany and their friends in Britain. Their friends were in 
Geneva being advised every step of the way and advising the negotia 
tors, our adversaries, in the' negotiations. It was utterly ridiculous. The 
other side had the best brains available and our people who have to 
bear the burden of whatever came out of the negotiations were kept 
completely in the dark.

Mr. EBERLE. Let me go to the business and agricultural and labor 
communities now. As I have publicly said on many occasions, we are 
prepared to have these interests fully represented, and we have already
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started by asking industry, agriculture and labor to sit down and tell 
us how they want to work with us. We started forming advisory groups 
ahead of the time, because we can't wait for passage of the trade bill. 
We think it is that important, and we think they ought to continue not 
only just during large multilateral negotiations but on a regular 'basis.

Senator TALMADGE. I couldn't agree more, but I would hope when 
you get down to negotiating you would hare the best brains of Amer 
ican industry in Geneva 24 hours a day so when any subject comes up 
you can get expert advice in the area.

Mr. EBERLE. We are hopeful that can be done and we have also given 
them a commitment that they can go up to the negotiating door with 
us and when we come out we will tell them where we stand. They can 
not go into the negotiating room but we are prepared to go as far as we 
can in two-way communication. We want their advice and we are pre 
pared to tell them where we agree or disagree with them, and the same 
thing goes for the members of the Congress.

There are going to be times, I am sure, when there will be broader 
interests but everybody is entitled to know this and we are prepared 
to explain that kind of situation. We are, incidentally, also prepared 
to review those provisions in this trade bill with you if you feel they 
are not strong enough as they now read.

The CHAIRMAN. May I interrupt? I would like to applaud both the 
question and the answer. It seems to me that it is completely unfair 
that foreign negotiators represent foreign business people, but that the 
American businessman is not represented by his government to the 
same extent the other fellow is represented by his government.

Now if they do let their businessmen come inside that room I think 
you ought to allow our businessmen to come in, too. I think it would be, 
ought to be, both ways but I think you ought not to keep them out of 
the room.

Mr. EBERLE. Senator, I hope you have good reports from the textile 
industry sitting in with us at Geneva last November and December as 
we worked out the textile agreement.

Senator TALMADGE. I congratulate you. You did a very fine job in 
that regard but it was utterly inconceivable to me how our negotia 
tors could go to a negotiating table completely unarmed while those 
they were negotiating with had the best brains by their side day and 
night to advise them.

NEW PROCEDURES SEEN NEEDED FOE FINDING UNFAIR TRADE PRACTICES

Let me bring up one other matter that I think gives the world 
some cause for concern. As I recall Napoleon Bonaparte once made the 
statement about China, "Let the sleeping giant sleep. When he awak 
ens the world will tremble."

Now you recall how the Japanese, with their expertise, their scien 
tific achievement, and their work habits, have sorely disrupted markets 
primarily in this country but in other countries as well to some degree. 
Our unfavorable balance of payments with the Japanese, I believe, 
in 1972 was $4,200 million. I think that was on an FOB basis, not GIF. 
What is going to happen when the Peoples Eepublic of China with 
800 million hard working people gets geared up to take over any mar 
ket in the world it wants to.
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Mr. EBERLE. We have recognized that there is a problem with such 
a "sleeping giant" particularly where it is a nonmarket economy and 
we have special provisions where there can be prompt decision by our 
Government if an expanding country should elect to segment a U.S. 
market and try to move in on it and disrupt it.

Senator TALMADGE. We have had provisions like that in previous 
trade acts and no President had the courage to invoke them, as you 
know.

Mr. EBERLE. That is why we are providing for an oversight by Con 
gress on some of these provisions.

Senator TALMADGE. Who is going to trigger it, the President ?
Mr. EBERLE. First of all, it depends on what the provision is, but the 

one on the nonmarket economy would be the Tariff Commission 
through a complaint, and a complaint could be raised by the Congress, 
could be raised by my office, it could be raised by a company, or by the 
President.

Senator TALMADGE. I am informed that it is harder to find unfair 
trade practices on the part of the Communist countries than it is the 
free world countries, and we haven't been able to find much insofar as 
free world countries are concerned.

Mr. EBERLE. There are two different parts of the law. You are cor 
rect in the anti-dumping countervailing duty provisions. On the other 
hand, in the escape clause it is a great deal more easy and those are the 
provisions that we would expect to move under because we simply have 
an absolute right to move under those.

Senator TALMADGE. Would you have any objections of Congress put 
ting some provisions automatically triggering the law without having 
to rely on an Executive who heretofore has not been willing to invoke 
the law ?

Mr. EBERLE. We would object, I think, to absolute percentage or 
quotas at this time because there are many areas in which there are not 
problems, and many areas in which you do get products in that are 
reasonable and cause no injury. But we are certainly prepared to work 
with you where there is an injury, to find ways that you would be sat 
isfied with.

Senator TALMADGE. I would like to put some mechanism in the law 
where we wouldn't have to rely on an Executive who may not invoke 
the law. Couldn't we come up with some system ? I am not an all out 
protectionist but, at the same time, I don't want our country's labor 
force and our own domestic industry destroyed by a flood of foreign 
imports. It seems to me that with all the brains you have at your dis 
posal and all the brains that the committee has at its disposal we could 
come up with some device which would automatically trigger the law 
when some particular peril point was reached.

Mr. EBERLE. Let me put it this way: The Tariff Commission makes 
a recommendation. We have provided even when there are tie votes 
such as the shoe case on which the Senator from Connesticut raised 
questions.

Senator TALMADGE. How many recommendations has the Tariff 
Commission made in the past 12 years, Mr. Ambassador ?

Mr. EBERLE. That is the point I want to get to. We have proposed a 
change in the law so the Commission does not have to tie injury to 
previous tariff concessions, and two, that the President must h%ve the



227

same time limitation in tie votes as he does whether he takes positive 
or negative action. Now he must report, and if he takes action and im-

?oses import relief, Congress has a veto procedure on that. If he re 
uses to take import relief he must report to Congress precisely why 

he didn't do it.
Now I recognize that you have a veto on the one side and you have 

only the information so that Congress could act on the other. But if 
there is no provision or no program under which to act we have pro 
vided that Congress must get the information if the President refuses 
to act and, therefore, is -able to act on its own once it has that infor 
mation.

Senator RIBICOFF. May I ask you to yield ? I am in the process of 
drafting an amendment to carry out just what you suggested. I would 
be pleased to submit it to you and I would hope you could cosponsor it

Senator TALMADGE. Thank you, sir. It seems to me we must do that.
When the staff was briefing us on the House-passed bill the other 

day it was pointed out that under one provision in the bill importers 
can complain but the poor fellow who is trying to pay taxes and keep 
his plant going and give jobs to his employees in the face of these im 
ports can't complain. We can't have that.

I believe my time has expired, Mr. Chairman, and I yield at this 
point.

GIF vs. FOB
The CHAIRMAN. Senator Bennett.
Senator BENNETT. Thank you very much, Mr. Chairman.
Like all the rest of the committee I have enjoyed the discussion of 

the difference between GIF and FOB but I would like the record to be 
very clear that our use of FOB has gone back to the beginning of the 
time, and if there has been any movement away from it, at least so far 
as records are concerned, it is this administration that has made this 
movement, and I wouldn't like the record to indicate that this admin 
istration is not responsible for the FOB situation.

The CHAIRMAN. If the Senator will yield, you understand I didn't 
just start raising the devil about this when this administration came 
into office. I have been complaining about it for a long time.

Senator BENNETT. In the course of your statement you said this 
administration should do it and hadn't done it and I just want the 
record to be straight on that.

The CHAIRMAN. I think I referred to it as a bipartisan deception, and 
I am satisfied that is just what it has been.

Senator BENNETT. We will have to blame the men who wrote the 
Constitution.

The CHAIRMAN. No, just blame those who keep the figures.
[Laughter.]

PRESENT STATUS OF TRADE NEGOTIATIONS

Senator BENNETT. Mr. Eberle, just what is the present status of 
trade negotiations in a general sense ? Where are we ? Are we at the 
beginning of a situation, at the end, in the middle ?

Mr. EBERLE. We are, Senator Bennett, we are really at the beginning 
because the United States has really no authority or at least any credi 
bility with which to enter into negotiations and, therefore, we are at the
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threshold of a very major opportunity. We will have to decide whether 
we want to walk into it. Preparations for the multilateral trade negoti 
ations committee are underway. The United States cannot participate 
or give leadership without congressional blessing and authority on a 
joint basis when we bring it back so we can enter into agreements. 
We have the same thing going on, a whole range of international 
opportunities, whether they be in the food conference or wherever they 
might be, trade barriers, whether they be the oil, the energy, wherever 
we can try to solve some problems like common standards and labeling 
procedures. The United States has no viability or credibility at the 
negotiating table unless we have a procedure with Congress as to how 
we are going to negotiate and bring agreements back for approval and 
that is what we are asking for here.

Now, secondarily, we are also in the same position as that even for 
small deals, and I am talking about. Senator Talmadge, a question 
about tobacco. We could have"settled that 2 years ago if we had any 
authority to compensate just a tiny bit, and yet we have absolutely no 
authority. We provided for that kind of authority in the bill so we can 
make some of these deals to solve some of these problems as we go 
along, again, authority to negotiate in conjunction with participation 
by Congress. So we have a great opportunity to deal internationally, to 
manage our problems domestically, and what we are saying is are we 
prepared to walk forward and accept that opportunity. I think we 
should.

Senator BENNETT. Just to clarify it still further, is there any—when 
and how did this series of negotiations start. Who supplied the in 
centive to start them ? Or the other nations working at them ? How 
long have they been working at them? We used to talk about the 
Kennedy round and assumed that was a specific pattern that began 
and ended at a certain time. When did this series begin ?

Mr. EBERLE. If you had to set a date, they really began on August 
15,1971, when then Secretary of Treasury Connally and the President 
closed the gold window and said we had to look at the whole economic 
system. Between that date and the Smithsonian Agreement we were 
looking at how to get the monetary structure, the trade structure, and 
it is from the resulting Smithsonian Agreement that countries must 
now also take a look at the exchange rate monetary system and also 
the trade system. In February of 1972, we entered into a declaration 
with the European Community and with Japan that we would try to 
find a way to begin multilateral trade negotiations in the fall of 1973. 
That was the beginning of it.

They have proceeded along those lines, there have been a number of 
countries that have from time to time said they were not interested but 
as recently as during the last 3 weeks we have had the reinforcements 
of the European Community, the developing countries, and with 
Japan, all saying there is more urgency now to have a framework for 
trade discussions because if we don't the opportunities to move back 
ward are very serious.

Senator BENNETT. Will these negotiations or will the pattern of 
negotiations continue among our partners even though we might not 
have the opportunity to negotiate on the basis of the powers given in 
this bill.
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Mr. EBERLE. The answer is they will continue to negotiate but they 
will do so bilaterally and regionally, to the probable exclusion of the 
United States.

BILL SEEN IMPROVING NEGOTIATING AUTHORITY

Senator BENXETT. Just at the risk of repeating, could you outline 
for us again the specific differences that the passage of this bill will 
make with respect to your power and ability to negotiate successfully.

Mr. EBERLE. Specifically the bill will authorize, first of all, advance 
authority on the tariff side and a credible procedure in cooperation 
with Congress, both during the negotiations and bringing agreements 
back for approval, to reduce NTB's. Our partners have said, "You 
have no authority. We can't come to the negotiating table until you 
have that authority."

In addition to that broader based multilateral negotiation or other 
multilateral discussions such as the Food Conference, and so forth, 
there are a great many bilateral issues that cauld be solved by the very 
authorities that we are seeking. We have no authority, as I indicated, 
for compensation. If we give import relief, other countries have the 
right to retaliate. We have no authority for small deals such as in 
the tobacco wrapper case as an example, where we by modifying an 
other tariff by a very marginal amount, we could have eliminated that 
problem. It would allow us to get at some of these problems, and 
equally important to those negotiations which give an opportunity 
to U.S. leadership in the trading world, the bill will give us the author 
ity from the management standpoint to get at some domestic problems.

An example, if other countries are going to subsidize products in 
third markets, this will allow us to take action against countries 
which do that, We don't have any authority to do that today. We 
don't have authority to respond in a very prompt manner on industrial 
products even in the United States. As a former businessman, I simply 
have to say that when you are dealing with competition, even though 
they are trading partners, we have both to negotiate with them and 
have the authority to discourage derviations from those agreements.

We must have the authority to see that our interests are protected 
in the event they do not live up to their international obligations and 
attempt to go around and do some things that we would consider 
either illegal, unfair, or unreasonable. And, incidentally, most of these 
authorities that I have talked about, both on the negotiating side and 
on the so-called reaction side, management side, all other countries 
have today. So that it isn't something new, but I can tell you as a 
negotiator we are at a handicap in going to the table without the kind 
of provisions that we have in the bill leaving open what we have said 
to you, you tell us how Congress wants to work with us because we 
must have that in order to have a successful negotiation.

Senator BENNETT. Well, in view of the oft quoted energy crisis— 
I will go back and start over again. You said earlier that you were 
afraid if these negotiations didn't succeed the world would break up 
into a series of bilateral and regional deals.

Mr. EBERLE. Yes.
Senator BENNETT. Do you think that danger is greater because of 

the energy crisis?
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Mr. EBEKLE. The answer is very clearly yes, because of the tremen 
dous pressure on the current account international payments balances 
of countries. They all want to see now if they can't find some ways 
to ease their problems and this desire. It is reflected in bilateral deals, 
and it is reflected in currency devaluations or export subsidies or im 
port or export restrictions, and we are confronted with those today.

Senator BENNETT. So is it fair to say that you feel there is a real 
urgency for the passage of this legislation ?

Mr. EBERLE. There is.
Senator BENNETT. I have no other questions, Mr. Chairman.

COMMODITY SHORTAGES

The CHAIRMAN. Senator Fulbright.
Senator FULBRIGHT. Thank you, Mr. Chairman.
Mr. Eberle, as you know, my State is deeply interested in this mat 

ter because we are major exporters of such commodities as rice, soy 
beans, cotton, and poultry. So that I have a very deep interest, aside 
from the national interest, in a large volume of international trade. 
It would be a serious thing for my State to lose access to these markets.

I wonder, terms of trade which have now arisen as a result of ac 
knowledged shortages in such things as oil and copper and bauxite, 
manganese, tin, and so on, these basic commodities. They have changed 
dramatically in the last year, I believe, against us, is that not so?

Mr. EBERLE. That is true, but I don't believe there is an exact identity 
of situations between oil and these other products.

Senator FULBRIGHT. Well, oil is the most current one but we import 
very large quantities, 50 percent of ore of a number of the basic com 
modities basic to an industrialized society.

Mr. EBERLE. Correct.
Senator FULBRIGHT. Aren't we in a similar situation with regard to 

bauxite, which is the basis for aluminum, copper, tin, and so on ? Isn't 
that so, it is just a matter of time that they are likely to follow the ex 
ample of fuel oil?

Mr. EBERLE. Let me take the example of bauxite.
Senator FULBRIGHT. Let me say I didn't want to go into detail. AH 

I wanted to ask you is how serious do you think our situation is in 
regard to international trade.

Mr. EBERLE. The situation is serious. It is serious is a number of ways 
because the rules of the road are being undermined. We must find ways 
to deal with these problems and if we cannot deal with them in a multi 
lateral context then we must have the authority in the United States 
to deal with that.

Let me turn to the question of bauxite as an example because there 
is a case where the producing countries have already had one meet 
ing, including some of our trading partners. But the fact remains that 
even though we do import 50 to 60 percent, we have in Georgia and in 
Wyoming and in Utah more reserves of alumina in clay than all the 
known bauxite reserves in the world, and they can be turned up in a 
very short period of time.

Senator FULBRIGHT. At what cost ? At a cost similar to what we have 
had? . , .

Mr. EBERLE. At a cost similar to the present cost, the industry tells 
me.
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Senator FTJLBRIGHT. It seems unusual for them to go to all the trouble 
of importing it from Jamaica if the costs are similar here.

Senator BENNETT. May I interrupt? I come from a State with 
alumina. The investment is in bauxite and there is no incentive to 
invest in a gigantic way in alumina as long as the bauxite is available. 
But we are not in the same situation with the basic material from 
which aluminum can be made that we are in oil and I think we could 
move fairly fast. But as long as people are satisfied with their source 
of supply it is just inertia. They don't get rid of that and turn to an 
other one.

Senator FTJLBEIGHT. Then do I conclude, Mr. Eberle, that you do 
not think it is serious, that we have all the resources we need and it 
is not a very serious matter after all. That this an illusion that we 
need international trade.

Mr. EBERLE. No, it is still a very serious problem because of a lot 
of reasons. But the only point I want to make is if we get put in a 
short-supply position on a number of other products we have got a lot 
better answer. We shouldn't be put in that position because it does 
raise our costs. It breaks down the world trading system and these 
irritations and tensions are going to flow over into the security and 
political side very fast.

Senator FTJLBRIGHT. I didn't want to go into each detail. I was un 
der the impression from your previous statement and others that 
we are as a great industrial nation faced with some much more 
serious problems than we have ever been with regard to the terms 
of trade. It is the basic commodity versus the industrial commodity, 
is that not so ?

Mr. EBERLE. The answer is it is true, that is a fact, but each pro 
duct has a different problem. You cannot generalize, that is the only 
point I was making.

INTERNATIONAL PEACE AND TRADE AGREEMENTS
Senator FULBRIGHT. Yes. I didn't mean to imply they are all the 

same. But I thought your statement was a very impressive one when you say:
The key elements in the development of orderly economic relations with the nonmarket economics as presently drafted. However, U.S. extension of non- discriminatory tariff treatment as well as credits and guarantees may well be precluded. This in turn could prevent the October 1972 TI.S.-U.S.S.R. commer cial agreement of the full settlement of lend-lease obligations from taking effect.
Then, I won't read it all, you say,
It is the fundamental theme of the administration which is that interna tional peace cannot be based on just one or another action, international action on international relations. The political security and economic issues are all intertwined.
What disturbs me is since you proposed this trade agreement, which 

was about the time of the President's policy of normalizing our rela 
tions with Eussia in particular, but with other countries in a similar 
situation also, there has been a steady deterioration of that movement. 
There was an interesting article this morning by one of the authorities 
on conditions in the Soviet Union, that it looks as if they have about 
given up or »re in the process of giving up any hope of what they 
call detente with this country, and that being so then there is little
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chance of a relaxation of the apprehension which has accompanied this 
rivalry now for 25 years. It seems to me your trade program is de 
pendent upon that element. You say political, security, and economic 
issues are intertwined. I agree with that, and if we fail in that aspect 
I don't know where you can make very much progress in creating an 
atmosphere in which international trade can expand, and proceed in 
an orderly manner.

Mr. EBERLE. Let me say, as for U.S.-U.S.S.R. trade and title IV of 
the bill, I would like to defer that until Secretary Kissinger is here 
on Thursday, and let him address himself to those relationships. But 
if that should happen and if the article you cite is correct, it seems 
to me that the bill takes on even greater importance because it does 
provide the ability for the free world to have negotiations and to 
strengthen the economic relationships of the free world and, in par 
ticular. Japan, the EC, and the United States in a framework with the 
developing countries that makes some real economic sense and.can build 
on the strengths we have today and that is certainly equally as im 
portant or more important than the other.

Senator FTJLBRIGHT. I would agree with that. But the fact is that if 
the cold war is revived, and if there is no success in SALT, and we 
continue to devote our major part of our assets to military actions 
around the world, such as new (bases in the Indian Ocean, and so on, 
it will not be an atmosphere in which long-term trade agreements are 
likely to be made because everyone is then apprehensive about the in 
ternational political situation.

And accepting your own statement, with which I agree that the 
political, security, and economic issues are intertwined, I don't know 
how you would feel very confident that even if you got the trade that 
it would amount to much unless you have also a relaxation of the ten 
sions that .have accompanied our international agreements.

Mr. EBERLE. There is no question that if the political relations turn 
for the worse that it does have the impact that you suggest, but, at 
the same time, the growth in world trade in the free world is still 
tremendous and we need the framework in which to keep that going
•on a multilateral basis because as these political tensions from the
•other side become gerater with various economies there will be the 
opportunity for the other, the noninarket economies to try to separate 
the free world, and we need a way to b© sure we have a framework in
•which to work together.

Senator FTTLBRIGHT. I thought it was the theory of the Government 
and of the administration that for trade to develop you had to have 
this period of relaxation of tensions or a peaceful period and a prospect 
for peace.

Mr. EBERLE. Well, certainly we want that also. We think we need 
both. It would be desirable to have both.

Senator FTTLBRIGHT. Well, I don't make myself clear, I guess. You 
seem to say that, well, it is all right but we can proceed under a period 
of the survival of the so-called cold war where everyone is apprehen 
sive about further military action.

I don't know how our country will ever manage our international 
payments if we continue to expend the kind of money we have, re 
ferred to by the chairman, on foreign aid, military aid, in particular, 
and upon the maintenance of military forces all over the world,
•which we are now doing.'I had gathered from the actions of our
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markets and many other aspects of our economy that we weren't in 
such good shape as you seem to feel. This morning I heard, I believe 
on the radio, that there were another hundred thousand, of motor 
employees laid off, for example. I thought we were in some serious 
difficulties, but you seem to be more optimistic than I had anticipated.

My time is up.
Mr. EBERLE. Senator, maybe I misunderstood you. I think in the 

longer term I am optimistic but I think from the shorter term we 
need the kind of authority we have asked here in order to see prob 
lems that we have today we are facing, and we do have serious prob 
lems, can be managed more effectively.

Senator FULBRIGHT. I thought the MFN was an essential part of 
it, but you backed down.

Mr. EBERLE. No, it is an essential part of it and we need this in 
addition in the free world.

Senator FULBRIGHT. My time is up.
The CHAIRMAN. Senator Fannin.
Senator Eibicoff.

BALLBEARING INDUSTRY
Senator RIBIOOFF. Mr. Secretary, we have already heard about 

tobacco from Georgia, and chickens from Arkansas. Let's get down 
to ballbearings from the State of Connecticut.

As you know, the Tariff Commission some months ago recommended 
escape clause relief for the ballbearing industry. There has been a 
delay in your own recommendation to the President because you 
wanted new information. Now that you have it, isn't it time you 
carried out the intent of the 1962 Trade Act before you ask for brand- 
new authority in this bill? What is the use of seeking liberalization 
of this clause if you have been so reluctant to apply even a stricter 
clause ?

Mr. EBERLE. Senator, I would like to defer this question to my 
depiity, Ambassador Malmgren. I disqualified myself from any con 
nection with this matter because of prior connections in business so I 
would defer this to Ambassador Malmgren.

Senator RIBICOFF. Let's hear from Ambassador Malmgren. It seems 
to me the President is waiting for a recommendation, and I don't feel 
any compulsion to give you new authority if you don't carry out the 
authority that you already have.

Mr. MALMGREN. Senator, we have this problem under intense exam 
ination right now, indeed these very days, today, tomorrow, yesterday, 
in the executive branch and a decision has to be reached by the Presi 
dent by March 29 at the latest under law. I think you can expect a de 
cision by that time. In the course of these examinations internally 
we have not only looked at the Tariff Commission report but we have 
had consultations with all the interested parties, including consulta 
tions Avith Members of Congress who have been concerned about this, 
including yourself. We have taken your views quite seriously, and we 
have been talking to labor union people, mayors, town council chair 
men as well as the people in the trade. So that we hope that we will be 
able to give a good decision but I cannot say at this time what it will be. 
You can expect it soon.

Senator RIBICOFF. In other words, by the 29th there will be a decision.
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EEC AND OIL-PRODUCING COUNTRIES
Now, Ambassador Eberle, you seemed optimistic about getting to 

gether with the European Community, especially in the oilfield.
This morning's press carried a story that the European Community 

is going on its own into negotiations with the Arab oil-producing 
States. If I have ever seen the back of the hand given to a nation it was 
this report in the press. This seems to be so contradictory to what took 
place in Washington a few weeks ago.

Do you want, to comment on that ?
Mr. EBERLE. Senator, needless to say we are concerned but I don't 

think anyone should draw a final conclusion or project what this is 
really all about, and I did comment in my opening statement that if 
you look at the number of bilateral deals that have been made or dis 
cussed in a sense there is nothing wrong with some bilateral deals 
because they are even made in relation to the GATT so long as they 
fit within some overall relationship. We certainly need to know more 
about this. We have had some discussions on these and I would hope 
that until we know more about them you would refrain from a final 
judgment, and I will try to get more information as to what they really 
are all about.

We do know that some of the bilateral deals -we read about today 
really are not going to be completed, and are not the kind of things 
that we will worry about. Again, here is a case where frankly we just 
don't know enough and we are following it and that is all I can say 
this morning.

Senator RTBTCOFF. But as you follow the various trade actions the 
European Community and Japan over recent years, it becomes very 
apparent that irrespective of the language they use, when the crunch 
comes invariably they will opt for their own specific special interests— 
what will be best for their own country. I think what worries many of 
us is that we, in turn, don't always base our decisions on what is good 
for the United States. But the European Community invariably makes 
the decision as to what is good for itself. This was indicated in the 
opening statement by the chairman of this committee yesterday when 
he cited the organization of the European Community, and the pro 
spective loss of a billion dollars to U.S. industry without anything 
having taken place in the way of compensation during this entire 
period of time.

So when you come to a showdown the community acts for itself 
against the United States. When it is in their own interests then they 
want to cooperate with the United States.

Mr. EBERLE. There have been, of course, in the past some cases of 
this. I have reason to believe that there are a number of cases where 
we have been able to solve some longstanding problems. I think there 
is an opportunity to, for us to get in and work on some of these 
problems.

But let me remind you that as an example, if there are export sub 
sidies in a third market we have no authority in dealing with those, and 
these other governments know it and that is what we are asking for 
here. Today we have no authority to sit down at a negotiating table 
and even discuss this with them because they know we don't have any 
authority. And I think that until we have that authority we ate not 
going to be able to represent the United States as well as we should.
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SLOW PEOCESS SEEN IN TRADE BILL PASSAGE

Senator RIBICOFF. That brings up a very practical problem. It be 
comes very obvious that this trade bill is going to be a long-drawn- 
out legislative process. I believe the staff told me, there were 150 
witnesses who wanted to be heard. It also becomes very obvious that 
there are a number of controversial issues in this bill that will take 
considerable time to markup in this committee, let alone when it comes 
to the floor.

Under those circumstances do you think it would be advisable to con 
sider some simple resolution giving you authority to proceed with 
negotiations without nailing down the parameters of that authority ?

Mr. EBERLE. Senator, without knowing what those are I cannot re 
spond directly but I can tell you that I am deeply concerned with the 
same issues that we are confronted with in working with the Con 
gress—that is, of what authority we may have—which would be just 
as hard fought out over those resolutions as they would be over these 
issues we have here in the bill. So without knowing my guess is that 
we really are better off concentrating on the bill, because unless some 
resolution created credibility for the U.S. negotiators abroad we 
wouldn't have accomplished anything. If they knew, if our partners 
knew, that we had to come back and negotiate all over again with the 
Congress my guess is it would be even more difficult to get along with 
them. I think we have to settle these issues at home first and that 
unless you do that I for one would not be prepared to go out to the 
front line of the negotiations because I couldn't represent the United 
States the way it ought to be represented in a way in which we don't 
get out-negotiated.

INVASION OF U.S. MARKET BY EEC AND JAPAN SEEN IMMINENT

Senator RIBICOFF. We have seen estimates of what Europe and 
Japan's oil bill this year would be, how they will skyrocket to some 
$70 billion in 1974. There is going to be a great problem as to how the 
Community and Japan will pay for this additional oil. Won't there 
be big export drives mounted to penetrate the American markets to 
earn additional trade surpluses to pay for this oil ?

Mr. EBERLE. There is no doubt about it that pressures will be there 
to do this. We have not seen it yet. We are watching very carefully 
and that is another reason why we need this kind of an approach in 
order to take those issues up directly and resolve them internationally, 
if they continue to have the power to proceed promptly because it may • 
not be U.S. markets but third country markets, and they may wish to 
do that in other ways in which the United States could not be respon 
sive. So long as you have one hand tied behind your back there is no way 
to deal with it effectively, but the challenge is there.

Senator RIBICOFF. But the indication is that the Community has 
really thrown down the gauntlet to the United States and that has 
been highlighted by the news story I mentioned earlier. Now you face 
$15 billion in additional expenses by the United States for imported 
oil this year. There is an additional $70 billion costs to be borne by the 
other industrialized nations. We have the biggest market in the world, 
so an invasion is in prospect by Japan and the Community into the 
American market.

30-229—74—I>t. 1———16
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Here we are, with many potential economic strengths, and I am at 
a loss'to understand why we don't use those strengths instead of stand 
ing supinely by when the rest of the world is getting ready to raid 
U.S. markets.

Mr. EBERLE. We do have a lot of leverage and I think what we need 
is the authority to use it, and, frankly, that is one of the integral parts 
of this total package, an integral part in the sense that you try to 
negotiate internationally but while you are negotiating if anyone 
takes advantage of you, you have got to have the authority to quickly 
respond, and I can tell you today I am not the most popular man in 
some parts of the world because we have responded and we have been 
firm in the American interest.

Senator RIBICOFF. I think that is good news that you are unpopular. 
I would just as soon you stay unpopular in that field.

My time has expired, Mr. Chairman.
The CHAIRMAN. Senator Hansen.
Senator HANSEN. Thank you, Mr. Chairman.
First, I do have some questions that I realize I won't have time to 

ask. I will submit them in writing.
[The questions and answers follow:]

AMBASSADOR EBEBLE'S REPLY TO WRITTEN QUESTIONS SUBMITTED BY 
SENATOR HANSEN

Question. Why have orderly marketing agreements been given a lower pref 
erence that quotas under the import relief provisions of the bill? Would it not be 
preferable to attempt to work out voluntary arrangements with our trading 
partners (as you—the Executive—did on textiles and steel rather than using 
quotas or adjustment assistance?

Answer. The preferred order for providing import relief in section 203 of the 
Trade Reform Act was established by the Ways and Means Committee. Although 
the Committee Report on section 203 does not state the Committee's reasons, sev 
eral policy arguments support the Committee's position which places orderly 
marketing agreements last on the list of import relief measures.

First, quotas are arrived at openly and administered under public scrutiny. 
Import snares under orderly marketing agreements have sometimes been nego 
tiated and implemented without such scrutiny. Foreign governments and sup 
pliers divide and police the agreement quota outside of the public view.

Second, orderly marketing agreements can'encourage the cartelization of for 
eign industries. When agreements are regulated at least partly by foreign sup 
pliers, they must divide among themselves the allowed exports to the United 
States. To do this effectively, they are forced to organize to ensure that imports 
to the United States do not exceed the orderly marketing agreement levels.

Third, tariffs, quotas, or orderly marketing agreements restrict the importa 
tion of goods priced at world market levels and thus protect higher domestic 
prices. The difference between the domestic and the world price is "windfall" 
revenue for someone. In case of a tariff (or a tariff quota), the government gets 
the revenue. In the case of a quota, this revenue goes to the government when 
the quota rights are auctioned, or to the domestic importer when the quota 
rights are distributed on a non-fee basis. However, under orderly marketing 
agreements foreigners police their exports and therefore are likely to supply 
their guaranteed share of the market at the premium protected price. In this 
case, the difference between, the world price and the domestic price is cap 
tured by the foreigner under the orderly marketing agreement as "windfall" 
revenue. It is estimated that under the steel orderly marketing agreement in 
some years foreigners captured $175 million in revenue. (See Steven P. McGee, 
"Welfare Effects of Restrictions on U.S. Trade", Brookings Papers on Economic 
Activities, Volume 3, 1972, p. 672).

Finally, orderly marketing arrangements are difficult to administer with re 
spect to producers not included in the arrangement. There are also difficulties 
in shifts in the product mix of imports under each arrangement.
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Question. Would you give us a list of the developing countries which would 
qualify under Title V of the bill.

Answer. The bill does not contain a definition or list of developing countries but 
rather sets out several mandatory and discretionary criteria which will limit and 
guide the selection of beneficiary countries. Twenty-six countries are designated 
as developed and not eligible for generalized preferences.

It would not be wise to list those countries deemed "developing countries" in 
the legislation as this would give rise to expectations of a "right" to participate 
in the United States program. Since neither U.S. governmental nor international 
agencies agree on objective criteria to define a developing country, whether a 
country qualifies can only be determined by an investigation of the circumstances 
obtaining when preferential treatment is implemented. This is especially signifi 
cant for nations which grant preferential treatment to the products of another 
developed country. These nations must be permitted an opportunity to provide 
assurances to the President that such preferential treatment will be eliminated 
by 1976. Most importantly, changing circumstances will probably necessitate 
Presidential action to add or delete beneficiary nations during the course of 
the preference program. The Ways and Means Committee emphasized this in 
their Report stating, "Some countries now regarded as developing countries may 
reach a high enough level of development well before the end of the 10 years 
to justify termination of preferential treatment to them. Consequently, no defi 
nition or list of developing countries has been included in the bill." (p. 84)

The bill provides that generalized preferences may not be extended to (a) 
communist countries not eligible for most-favored-nation tariff treatment and (b) 
countries which grant preferential treatment to other industrialized countries 
unless they indicate that these "reverse preferences" will be eliminated by Janu 
ary \, 1976. When designating a beneficiary country the following factors will 
be considered:

Whether the country has expressed a desire to be so designated;
The country's level of economic development;
Whether other industrialized countries extend generalized preferences to the 

country; and
Whether the country has nationalized property of a United .States citizen or 

corporation without the payment of prompt, adequate and effective compensation.
No decision on beneficiary countries will be made until the trade bill is signed 

into law. In accordance with the current provisions of the bill, we will notify 
both Houses of Congress of the countries we intend to designate and the con 
siderations on which these decisions are based.

The following is a list of countries and dependent territories which have re 
quested or which have been granted beneficiary status under one or more of the 
existing systems of generalized tariff preferences. Those which would be ex 
cluded or potentially excluded by the MFN and reverse preferences provisions 
are designated.
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COUNTRIES AND TEBBITOBIES REQUESTING BENEFICIABY STATUS

COUNTRIES
Afghanistan
Albania 2
Algeria
Argentina
Bahamas *
Bahrain
Bangladesh
Barbados 1
Bhutan
Bolivia
Botswana 1
Brazil
Bulgaria "
Burma
Burundi 1
Cameroon*
Central African Bepublic 1
Chad 1
Chile
Colombia
Congo (Braz) 1
Costa Rica
Cuba 2
Cyprus *
Dahomey l
Dominican Republic
Ecuador
Egypt 1
El Salvador
Equatorial Guinea
Ethiopia
Fiji 1
Gabon1
Gambia 1
Ghana
Greece 1
Guatemala
Guinea
Guyana *
Haiti
Honduras
India x
Indonesia
Iran
Iraq
Israel *
Ivory Coast l
Jamaica 1
Jordan
Kenya x
Khmer Republic
Korea (North) 2
Korea (South)
Kuwait
Laos
Lebanon
Lesotho*
Libera

Libya
Malagasy Republic J
Malawi J
Malaysia 1
Maldive Islands
Mali *
Malta 1
Mauritania 1
Mauritius ^
Mexico
Mongolia 2
Morocco
Nauru
Nepal
Nicaragua
Niger 1
Nigeria
Oman
Pakistan 1
Panama
Paraguay
Peru
Philippines
Portugal 1
Qatar
Romania 2
Rwanda i
Saudi Arabia
Senegal 1
Sierra Leone
Singapore *
Somalia 1
South Yemen
Spain *
Sri Lanka (Ceylon) 1
Sudan
Swaziland 1
Syria
Taiwan
Tanzania 1
Thailand
Togo
Tonga l
Trinidad & Tobago 1
Tunisia J
Turkey 1
Uganda 1
United Arab Emirates
Upper Volta 1
Uruguay

Vietnam (North) 2
Vietnam (South)
Western Samoa *
Yemen
Yugoslavia
Zaire
Zambia

1 Potentially affected by reverse preference condition.2 Countries which do not receive most-favored-nation treatment from the United States.
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DEPENDENT TEBBITOEIES

Afars and Issas (Territory of the) 1
American Samoa, including Swain's Island
Angola (including Cabinda)
Australian Antarctic Territory
Bermuda 1
Belize 1
British Antarctic Territory
British Indian Ocean Territory (Aldabra, Farquhar, Chagos Archipelago, Des

Roches) 
British Pacific Ocean (Gilbert and Ellice Islands, 1 British Solomon Islands, 1

New Hebrides Condominium, Pitcairn Islands) 
Brunei 1
Cape Verde Islands 
Cayman Islands and Dependencies 
Comoro Archipelago 1 
Cook Islands
Corn Islands and Swan Islands 
Falkland Islands (Malvinas) and Dependencies x 
French Polynesia 1
French Southern and Antarctic Territories 1 
Gibraltar 1 
Guam
Heard Island and McDonald Islands 
Hong Kong 1 
Macao 
Mozambique 
Netherland Antilles 1 
New Caledonia and Dependencies*• 
New Guinea (Australian) and Papua 
Norfolk Islands 
Portuguese Guinea 
Portuguese Timor
St. Helena (including Ascension, Gough Island and Tristan da Cunha) 
Saint Pierre and Miquelon 1 
Sao Tome and Principe 
Seychelles (including Amirantes) x 
Sikkim
Spanish North Africa: Sahara (Rio de Oro) ; Saghiet-el-Hamra 
Surinam l 
Territories for which New Zealand is responsible (Cook Islands, Niuwe Island,

Tokelau Islands and Ross Dependency) 
United States trust territories of the Pacific Islands: include—Midway Islands,

Johnston and Sand Islands, Wake Island and the Trust Territory of the
Pacific Islands: the Caroline, Mariana Islands

Virgin Islands of the United States (St. Croix, St. Thomas, St. John, etc) 
Wallis and Futuna Islands T 
West Indies*—Leeward Islands (Antigua, Montserrat, St. Kitts-Nevis-Anguilla,

and British Virgin Islands) and Windward Islands (Dominica, Grenada, St.
Lucia and St. Vincent)
Question. Could communist countries be included in our system as beneficiaries?
Answer. A country must receive non-discriminatory (MFN) tariff treatment in 

order to be eligible for the proposed U.S. system of generalized preferences. All 
Communist countries are currently ineligible under this provision except Yugo 
slavia, which has requested beneficiary status, and Poland, which has not. Poland, 
along with the Czechoslovakia, East Germany, Hungary, and the USSR, is on 
the list of 26 developed countries contained in the bill and would not be designated 
in any event. Yugoslavia, which considers itself a developing country and is 
generally recognized as such by other developed countries, would not be ex 
cluded by any of the mandatory criteria. If non-discriminatory tariff treatment

1 Potentially affected by reverse preference condition.
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is extended to other communist countries, under the provisions and procedures of 
Title IV of the Trade Reform Act, their subsequent eligibility for generalized 
preferences would be subject to the same provisions which apply in designating 
other countries.

Question. Would countries that are associated in one way or another with the 
European Common Market be included as beneficiaries?

Answer. Most countries associated with the European Communities (EC) 
provide, as part of the association agreement, trade preferences to EC products 
which enter their markets. Countries which have such association agreements 
with the EC or with any developed country than the U.S. will have to provide 
satisfactory assurances that these "reverse preferences" will be eliminated by 
January 1, 1976 in order to be designated a beneficiary of the U.S. system Pref 
erential treatment would be withdrawn if a country giving such assurances has 
not eliminated reverse preferences before that date. The condition would not be 
met if the developing country simply extends those preferences to the U.S. It 
should be noted that these preferences do not require that potential beneficiaries 
dissolve their associations with the EC.

Question. Would oil-producing countries be included as beneficiaries in our 
system of generalized tariff preferences?

Answer. None of the major oil-producing countries (except Canada and com 
munist oil producers) will be excluded (by the mandatory criteria contained in 
the title of generalized preferences. These oil-producing countries are beneficiaries 
of all 17 generalized preferences systems operated by other countries. The econo 
mies of Arab oil producers are such as to make it unlikely that they will benefit 
from the proposed United States system. Non-Arab producers appear to be in a 
somewhat better position to benefit but only in the long run.

No decisions will be made on whether or not to designate these countries as 
beneficiaries until after the trade hill is signed into law. Considerations to be 
taken into account in making such decisions will include, but need not be limited 
to, factors such as the level of economic development and whether or not a coun 
try has expropriated U.S. property in violation of international law. As the bill 
is now written, the President would have discretionary authority to provide or 
to deny generalized preferences to any of these countries. Congress will, of course, 
be kept fully informed of the basis for any decisions on beneficiary status.

INCREASING WORLD TRADE

Senator HANSEN. I would like to pose a couple of philosophical 
questions. When the Secretary testified yesterday, Mr. Shultz said that:

During the time of rapid inflation and a short supply situation in many com 
modities it has become more important than ever to remove artificial barriers 
that result in fewer goods being produced both here and abroad. Tariffs, quotas, 
embargos, and other restrictions on imports and exports generally prevent each 
country from producing what it could produce more efficiently. Thus fewer goods 
are produced at higher costs and there is a loss of economic welfare to the coun 
try as a whole.

I think I have heard some of the arguments that have been made 
in support of this concept articulated by Secretary Shultz but I would 
ask you if it isn't fair to assume, given the ease 'with which people can 
travel around the world and the increasing ease with which we can 
communicate one with another, and that there will be a free movement 
of capital and technology as well as labor, which I think is implicit in 
what he was saying, that we are going to have to anticipate the time 
if we remove all tariff barriers and if we try to let each part of the 
world produce those things which they are best able to produce, that 
there will also be eventually a leveling out of standards of living "World 
wide. Is that a fair assumption, Mr. Ambassador ?

Mr. EBERLK No, it is not necessarily on that basis. We can all phi 
losophize but I have to deal with the real world to try to implement that 
philosophy and, first of all, let me comment by saying that I do not
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believe such total free world trade is practically possible in the near 
term or maybe even the long term.

Senator HANSEX. I don't either.
Mr. EBEELE. What we are really talking about here is how to con 

tinue to increase world trade. Two, that the so-called protectionism of 
the twenties and thirties will probably not come back for the reasons 
that the Secretary outlined, but that there will be a different kind of 
approach to so-called protectionism, which I have called defensive na 
tionalism. That includes regional developments, preferential tariff 
arrangements as an example, or export subsidies to third markets. So 
fundamentally there still will be continued room for major differences 
both in the sovereign governments domestic policies and those policies 
will be more or less brought together, first of all, in a world of floating 
exchange rates which will absorb some of those differences, both the 
rates of inflation and also the differences in standards of living; and, 
second of all, in the trade framework where there are some countries 
that have greater stakes it will take a longer time for other countries 
to develop those stakes.

Hopefully, some of the developing world will move up in this arena 
with some preferences so that they will get out of poverty but I do not 
foresee in my lifetime this so-called leveling. I think it is more a 
question of bringing up than it is of leveling and of participating in 
a way ajid in a framework which takes advantage to the 'maximum 
extent possible of increased trade, comparative advantage to keep costs 
down and create more jobs. That is the approach that we are trying to 
take as a practical matter to the trade problem.

Senator HANSEN. Well, I appreciate your saying that because I 
share your view that we aren't going to reach the millenium that seems 
to be implicit in this concept that we could achieve at one fell swoop, 
world peace, and better living for everybody by simply erasing all 
evidence of any national interests and trade barriers.

Many people have talked about the oil boycott, and there were some 
of us who are members of this committee who had made a tour of some 
of the countries in the Middle East just after the first of the year, who 
talked about the threat that escalating oil prices posed, not only to 
developed economies but to the developing nations as well. We dis 
cussed this with a number of world leaders, including King Faisal of 
Saudi Arabia, and his response was:

We are just catching up. When you look at the costs that we pay for steel and 
for cement and all of the things we have to import and have been buying from the 
western world for a long time you surely wouldn't begrudge us now for our 
getting a little more for what our oil is worth and what we have been selling 
so low for a long time."

It is pretty hard to answer that. And when you look at them and 
compare their standard of living with us, and I am sure a lot of us 
wouldn't want to change places with the typical Arab in the Middle 
East. I think it is easy to inveigh against what is happening around 
the world, and too often what we are doing is reflecting our own 
appraisal of our own situation as compared with that of someone else 
in another country when we make these assertions.

I think also that as we consider a new trade policy we have to ask 
ourselves where to draw a line between what might be desirable on the 
part of making our markets available and opening other markets
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to our products so that we can have a freer exchange of goods, on the 
one hand, and our national security, on the other.

We have certainly seen what can come, following undue dependence 
on any foreign source of supply for something as important as oil and 
I just think that we must keep in mind the considerations that seem 
to be important for us as a nation defensively as we try to structure 
the kind of mechanism that will make it easier for our products to 
go abroad and those of other nations to be imported.

Do you share that feeling ?
Mr. EBERIJS. I think there are really two issues here that you bring 

out very clearly: First of all, Congress and particularly the Senate 
Finance Committee, has to answer these questions: The first one is 
does Congress want to participate with the executive branch in trying 
to enter into these negotiations, whether they be multilateral, bilateral, 
whatever t,bey are,, arid try to solve some of these problems, recog 
nizing the philosophy that you and I have talked about and that is 
fundamental because if the answer is "No," you don't need me.

If the answer is "Yes," then the second question is simply how do we 
define the terms under which those negotiations and the trade bill 
and the management are going to take place. But I am hopeful that 
we are really talking about the second issue in these hearings and 
why, in response to Senator Ribicoff, I made the point that if we are 
to have really true negotiations to represent America it takes the 
backing of both Congress and the Executive because of the constitu 
tional provisions to have a trade negotiation, and we have got to 
find a way to put that in perspective and in a trade bill before the 
United States can be effectively represented, and we haven't resolved 
those issues in the past and if we are going to do a good job of negotia 
tion we have got to have that kind of backing and, therefore, I think 
now is the time to face it.

Ex-lit BANK LOANS TO RUSSIA

Senator HANSEX. I appreciate that response, Mr. Ambassador.
I understand that the Export-Import Bank has made and is con 

tinuing to make financial commitments with respect to projects under 
taken in the U.S.S.R. notwithstanding the fact that one House of 
Congress has already adopted legislation -which •would likely have the 
effect of precluding such Export-Import Bank operations in Russia 
under present circumstances.

Can you explain this policy and do you expect that the Export- 
Import Bank will continue to finance projects in Russia at the same 
rate as it has done in the past ?

Mr. EBEKLE. Senator, I think there are two issues involved here. 
First of all, there was a congressional action 2 years ago which allowed 
the Export-Import Bank to make loans to nonmarket countries spe- 
cificially, and that is the authority under which I understand that com 
mitments have been made to Russia. The fact that one House has moved 
on this is certainly an indication, and I can assure you the Export- 
Import Bank is very knowledgeable and is concerned about this.

Now, the commitments, and I would rather have the Eximbank 
speak for itself, but it is my understanding that they have a procedure 
where they make a commitment and then they go ahead and make
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the loan. If the loans that have been made to date that we have read 
about in the paper were those in which the preliminary commitments 
were all made before this sense of Congress resolution—my colleagues 
advises me there may be an exception to that, but I think this is the 
road they are following, they are concerned, they do want to recognize 
the congressional wills, but at the same time, they have this other 
authority generally to move on. But I might add that the program 
of the Eximbank, is a normal program, which is no different with 
Russia than -with anybody else, and there have been no massive credits 
of any kind.

Senator HANSEN. Thank you, Mr. Chairman. My time is up.
The CHAIRMAN Senator Harry Byrd.

MEN TREATMENT AND EXTENSION or CREDITS TO E.USSIA

Senator BYRD. Thank you, Mr. Chairman.
Mr. Ambassador, I am basically inclined toward this legislation. 

I want to reserve judgment until all the facts are developed but I 
am inclined to support it in general.

I note in your discussion of title IV of your statement today you 
say title IV of the Trade Eeform Act authorizes, "The President 
subject to certain conditions to extend nondiscriminaJtory tariff treat 
ment to imports of certain Communist countries not currently granted it."

I see you are shying away from the term "most-favored-nation 
treatment" and you are substituting the words "nondiscriminatory 
tariff," but what you are saying in effect is that you seek authority 
to extend the most-favored-nation treatment which is a term which 
has been used for 25 years. Why do you want to get away from that 
term?

Mr. EBERLE. Very simply, Senator Byrd, it is the same as the most- 
favored-nation treatment but because most nations now already have 
that, it is simply to give the other countries, namely the few that are 
left equal treatment to the rest of the world.

Senator BYRD. Then you say, "as presently drafted, however, U.S. 
extension of the most-favored-nation tariff treatment as well as credits 
and guarantees may well be excluded." As presently drafted, the 
credits and guarantees and the most-favored-nation treatment are ex 
cluded, are they not?

Mr. EBERLE. There is the provision under the Jackson-Vanik amend 
ment that would require the President to make certain certifications 
country by country, and it is on that basis of those certifications that 
we doubt that they could be granted.

Senator BYRD. I)o you think that credits and guarantees of the credit 
of the U.S. taxpayer should be—that an administration should be 
permitted to use the credit and guarantees of the taxpayers without 
congressional approval ?

Mr. EBERLE. The answer is that Congress must give its approval. It 
already has given its approval. It is a question of removing it at this 
time insofar as credits are concerned. Insofar as the equal tariff treat 
ment is concerned. Congress also must give its approval.

Senator BYRD. Not to the specific negotiations just abroad—you are 
seeking, I assume, a blanket authority.

Mr. EBERLE- That is correct.
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Senator EYED. You arc seeking a blanket authority.
Mr. EBERLE. For the remaining countries, correct.
Senator BYRD. You are seeking the right to extend credits and guar 

antees without limit by broad constitutional action.
Mr. EBERLE. No. On the question of credits there is nothing in this 

bill which extends the authority for credits. That authority lies in 
the legislative authorization of the Eximbank. There is a restriction 
in the Jackson-Vanik amendment to the trade bill that would limit 
the granting of credits. So -we are not asking for any more authority 
on credits at all. It is that we are opposed to the restriction as drafted.

On equal tariff treatment, we are asking for authority to grant this 
to nonmarket economies under a procedure, and that is the new author 
ity that has been requested.

Senator BYRD. What is the procedure ?
Mr. EBERLE. First of all, the President must reopen negotiations 

with these countries, either to enter into the GATT, join the GATT, 
and be obligated to the GATT rules or to have a separate trade agree 
ment which cannot exceed more than 3 years, and if those can be done 
on a satisfactory basis then he could extend the equal tariff treatment 
to the nonmarket.

Senator BYRD. The most favored nations treatment.
Mr. EBERLE. The most favored nation treatment.
Senator BYRD. Then you say this, in turn, the wav the legislation is 

currently drafted, this in turn "would prevent the October 1972 U.S.- 
U.S.S.R. commercial agreement and the full settlement of lend-lease 
obligations from taking effect."

Mr. EBERLE. That is correct.
Senator BYRD. That is a justification for me to vote against your 

proposal.
Mr. EBERLE. The proposal was amended with the Jackson-Vanik 

amendment which provided that additional considerations must be 
complied with relating to emmigration. It is our opinion that U.S.S.R. 
would not be able to comply and, therefore, the agreement could not 
be carried out. Secretary Shultz addressed that issue specifically 
yesterday.

Senator BYRD. What I am suggesting, insofar as this Senator is 
concerned, that one situation you mention would be enough to cause 
me to support the House proposal. The United States got very little 
out of that October 1972 agreement. It got 2 cents on the dollar ($48 
million) on an unconditional basis. It got $722 million on a conditional 
basis, conditioned on the Soviet Union getting most favored nation 
treatment, credits and guarantees. You start out with the U.S. lend- 
lease program of about $11 billion to Russia. That was written down 
to $2.6 billion and then from that point, on it was negotiated down 
to where we got $48 million on an unconditional basis and $722 million 
conditional agreement to repay a loan that they owe, providing we give 
them credits and guarantees and the most favored nation treatment. 
I think that was a very poor and very undesirable agreement that our 
country made.

Mr. EBERLE. Senator, let me say, it is true that that agreement is 
conditioned on most favored nation tariff treatment. It is not condi 
tioned on credits at all. There is no condition on the credits but only 
on MFN.
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Senator BYRD. But, Mr. Ambassador what they are seeking is credits, 
isn't that right? Let's be practical about it. You and I know what they 
want are credits.

Mr. EBERLE. There is no question about that.
Senator BYRD. As a practical matter that is where it leads.
Mr. EBERLE. But not in the agreement.
Senator BYRD. Perhaps technically, but what they want, as a prac 

tical matter are credits.
Mr. EBERLE. I think you will find if we acted on MEN and the 

Congress acted on credit that the agreement could still be fulfilled.
Senator BYRD. What I am saying is even if the agreement is fulfilled 

we get very little from it. and they are only willing to fulfill it if 
they get certain concessions from us. That was a loan that we made 
to them and they say. "We will pay you back partially but only if 
you make additional concessions to us." I think we came off second 
best in that iust as we came off second best in all of those 1972 agree 
ments with the Soviet Union, in my judgment.

Mr. EBERLE. Senator, I think I would like to add to that point 
there there are other provisions in here, in other words, the Soviets 
also agreed under that agreement to provide an equal amount of 
credits to the United States!

Senator BYRD. Equal amount of credits to the United States.
Mr. EBERLE. That is correct.
Senator BYRD. How does that work ? Have we gotten anything from 

the Soviet Union in the way of credits and what sort of credits?
Mr. EBERLE. Whether we had any extension of credits I am not 

sure but as goods start to move from Russia to the United States 
the United States can borrow under a similar type Ex-Im Bank from 
Russia.

Senator BYRD. When the Russian debt had to be negotiated down 
from $2.6 billion down to $48 million on an unconditional basis it 
seems to me we want to be very careful before we go into any more 
arrangements with the Soviet Union.

Mr. EBERLE. Well, as you know, you will have Secretary Kissinger 
as your witness on Thursday and he is certainly a great deal more 
familiar with this. I would also like to point oiit, however, that the 
settlement on the lend-lease side was the same settlement as with 
other countries, it compares favorably with the English settlement.

Senator BYRD. Just because we gave away the taxpavers' funds 
to one country doesn't justify giving them away all around the world, 
although we have done that, too. I am just suggesting that in these 
negotiations, as I see it, our country has come off second best. That 
is why while I want to sunport this legislation, and I am going to 
support a great deal of it, I have some hesitancy in giving authority 
to any administration, and particularly to an administration that 
has refused, in my judgment, to do hard bargaining with the U.S.S.R.

Thank you, Mr. Chairman. Thank you, Mr. Ambassador.
The CHAIRMAN. Next in the order we are proceeding is Senator 

Packwood of Oregon.
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CONGRESSIONAL ROLE IN RATIFICATION AND NEGOTIATION
Senator PACKWOOD. Ambassador, you used to be, and I am sure you 

could again, be a very great legislative leader in Idaho. You and I first 
met in the days when we were in the State legislature, and it seems to 
me we face two philosophical problems in this bill. One is what power 
shall the President have to negotiate subject or not subject to ratifica 
tion by Congress, and I realize the difficulties he is in. In most cases he 
or his representatives are negotiating with heads of parliamentary 
governments who can both negotiate agreements and deliver on them 
because they can control the legislative branches of their government. 
Once they conclude an agreement they are dealing with members of 
their government because they can hold the members of their govern 
ment because their responsibility is responsibility to their prime 
minister.

So if the President is going to negotiate on any kind of equal basis 
and promise delivery he has got to have some kind of close equivalent 
capacity to be able to deliver.

Yet we come back to a Congress that has been burned several times 
because of the Vietnam war and a number of statements and misgiv 
ings about powers we gave away, so we try to write a bill that will 
give the President power to negotiate and yet give us power to some 
how do more than simply ratify.

And yet, Bill, you and I know the provisions that are written in this 
bill for ratification are almost illusory, and I am not sure but what 
they shouldn't be, but they are almost illusory. We will have 90 notices 
of some intent to enter into some agreement, which has probably been 
under negotiation for several years anyway, and Congress will get 90 
days' notice that we are thinking of negotiating an agreement with 
the Common Market, and after you negotiate we get 90 days more to 
disapprove of it, which any committee gets for 7 days and if there is a 
motion of disapproval on the floor of either House the resolution goes 
out, and I don't think the process is going to work.

Let me ask you, first, returning to my second point: One, does the 
administration genuinely want a significant congressional hand in the 
power not only of ratification but of negotiation and, if they do, two, 
how do we draw up a better process than what we have in this bill ?

Mr. EBERLE. Senator, there are days when I wish I were back in 
Idaho.

Let me say we do desire a significant participation by Congress in 
these negotiations and the negotiating process because, first of all, it is 
constitutional and Congress under that Constitution really must 
participate.

. Second, I do not believe the process that has been proposed here is 
illusory. There are very specific provisions in the bill for Members of 
Congress to participate with us during these negotiations before any 
agreements are drafted in final form so that you will have seen it and, 
second of ail, for the committee procedure, drawn by the House, This 
was deliberately not proposed by the administration, in order to 
allow the House to handle it appropriately. That was their choice in 
the House. It was to see that the bill would not get tied up in coinmit- 
tee, there was time for adequate committee hearinrrs, which then leads 
me to say we are prepared and we would urge the Senate to tell us
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how you want to operate on that procedure in the Senate. We are not 
locked into this.

All we would say is we would like to leave this procedure that is 
here for use in the House because that is what they want. If the Senate 
wants a different procedure we would be delighted to have the Senate 
have a different one. So the answer is yes, we want a significant con 
gressional participation. No, it is not illusory, and yes, we want you to 
teJl us how to do it.

Senator PACKWOOD. Bill, I wish you could figure out a way to do it 
because as I listened to all the other Senators around here, because 
among all the other legislative bodies in the world they are beholden 
to their prime minister, we are here beholden to our constituents. We 
are not beholden to our chairman but our constituents, and as we lis 
ten to ballbearings, rice, or lumber, in my case, and I want to make sure 
that in drawing this we don't end up with a bill where the powers in 
Congress are able to upset a very finely tuned agreement because par 
ticularly if we being on the Ways and Means Committee or Finance 
and go back to our States and blow very hard about how well we have 
done and done very well for our States, the national interests may not 
have been served. I don't know how to get around that problem and 
I would be perfectly willing in private conference with you to draw 
upon our legislative experience on how we come up in avoiding those 
special interests, protecting the national interest, and yet getting good 
legislative input into this bill.

Mr. EBERLE. I would be delighted to have that private conference. I 
have enough problems negotiating abroad, and I don't want to negoti 
ate with the entire Senate and make suggestions as to how it should 
organize itself.

CAN THE U.S. HAVE A FAVORABLE BALANCE OF TRADE?
Senator PACKWOOD. The second question, philosophic question, this 

other part, and that is the whole concept of trade over the next 10 or 
20 years. Are you convinced in your own mind on a cost, insurance, and 
freight basis that the United States can over a decade or generation 
have a reasonably balanced balance of trade ?

Mr. EBERLE. Yes, I am. I think the United States today, providing 
we can continue with a flexible monetary exchange rate, can remain 
highly competitive in a broad range of products, and I might go back 
to the question that was asked yesterday about labor not being com 
petitive in the labor-intensive area. We have a number of industries 
that are labor intensive such as the aerospace interests where we have 
developed a high degree of skills, where we will remain highly com 
petitive, in the computer business, the radio business, and in manufac 
turing operatiions where you put all these things together by hand. We 
lost them but we got the business back because we developed higher 
skills, and I think we have that kind of ability and, therefore, can 
maintain, in fact we must maintain this kind of approach if we are 
going to be able to continue to have a positive payments balance, cur 
rent account balance to give leadership in the world, we have got to, 
and I think we have the ability to do it.

Senator PACKWOOD. Bill, I agree with you. I hope we don't turn 
our back, whether it is trade with the Soviet bloc nations or otherwise, 
it is in our benefit and their's for an expanded trade. I just feel frus-
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trated by this bill because it doesn't quite accomplish what I was hop 
ing and I was hoping I could draw amendments which would make 
it better.

I wish you good luck, I have no other questions.
Mr. EBERLE. Senator, I can assure you it is my intent that we are 

openminded to find a way to make Congress an effective participant 
because it is essential.

The CHAIRMAN. Senator Eoth?

SECTOR APPROACH TO TRADE NEGOTIATIONS

Senator ROTH. Thank you, Mr. Chairman.
As has been indicated by a number of the committee, we are in 

terested in tough negotiations but it concerns me that some of the 
provisions of this act which may on the surface appear to provide 
lor tough negotiations may have the opposite effect. For example, as 
I understand this one section it requires you to the extent feasible to 
negotiate on the basis of product sectors in manufacturing and mining 
and in agriculture. I wonder whether this makes for as tough negotia 
tions as we want or whether you wouldn't be better off perhaps to be 
in a position to make trade-offs between one sector and another, for 
example, between the industry and agriculture. I wonder if you have 
any comments on this aspect of the legislation.

Mr. EBERLE. Yes. As I tried to indicate in my opening statement that 
we do believe a sector approach is one important technique for certain 
parts of the negotiation for a number of reasons. We think, however, 
this language could be interpreted as requiring us to use it through 
out the negotiations and not have the opportunity to look at the over 
all benefits and reciprocity.

For example, standards are a very important factor in our industrial 
world and yet we are probably going to have to start with standards on 
a broad basis of an agreement on Government procurement. You can't 
negotiate those on a sector-by-sector basis. There has got to be more 
flexibility, we believe in this, and again we are prepared to recognize 
the need for sector negotiations but I think we also have to have some 
flexibility to approach the problem because it could be interpreted, as 
for an example, by our trading partners that we have to start all nego 
tiations on a sector basis and some of our trading partners would like 
that and it would put us at a disadvantage and, therefore, we do think 
there is more flexibility needed here.

DRUG TRAFFIC AND THE TRADE BILL

Senator EOTH. In another section, 606, it provides that it is the sense 
of Congress that effective international cooperation is necessary to put 
an end to illicit production, et cetera, of dangerous drugs. Then it 
goes on to say "In order to promote such cooperation the President 
shall embargo trade investments, public and private."

I agree, as I say, very much with the goals of this part of the legis 
lation. But one country, for example, that has been criticized for hav 
ing inadequate controls is France. I wonder how you construe this lan 
guage in section 606. Does this mean we would have to embargo all 
trade and investment to France or can the President selectively use 
his weapons ? Should he have this flexibility ?
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Mr. EBERLE. We would have to'admit, Senator, that we are not very 
happy with this provision and it is, unfortunately, subject to two dif 
ferent interpretations.

The way out of it is that it is a judgmental decision, but I think it 
could lead to some Draconian action being required which should not 
necessarily be taken.

The words need to be clarified if that section is to stay in the 
act. We would agree with that.

Senator BOTH. It seems to me, as I say, I agree with the purpose 
but I suspect under this language the President would rarely if ever 
use it, so it is probably self-defeating.

Mr. EBERLE. I think that would probably be true.

ADJUSTMENT ASSISTANCE
Senator ROTH. I raised some questions yesterday with the Secretary 

of the Treasury with respect to adjustment assistance for both workers 
and firms and I am sure, as you are well aware, there has been a lot 
of criticism of the present legislation, even though I think it has 
to be admitted that the present Administration did a lot better job 
than has been done in the past in this area.

One question I have is why should worker adjustment assistance 
for workers, be dependent upon increased imports affecting the firms 
as well as workers. The converse is also true. Why should a firm adjust 
ment assistance have to depend lay-offs of workers? Perhaps if we 
had given more aid to industry earlier we could have avoided the 
unemployment which is a desirable objective.

Do you have any thoughts on this? Do you feel this language is 
adequate or do you have any suggestions about how to better trigger 
adjustment assistance to 'both workers and firms?

Mr. EBERLE. I think it is our feeling that the words are adequate. 
The problem is how to tie assistance to injury caused by imports. 
There is a whole range of other programs that are involved. So long 
as we keep this related to imports we think we are all right.

Senator ROTH. Let me ask you again, do you feel assistance to the 
workers necessarily must be triggered on assistance to the industry ? 
Why the dual criteria?

Mr. EBERLE. I think the rationale for this was that imports normally 
affect an overall industry and if it is only a segment of it or a part 
of the industry that is being hit it is probably due to some other 
reason. It may have been a technology problem. Unfortunately, we do 
get into the bad management problem, so that we try to hold it pretty 
tight to the import relief area, hopefully, the general provisions for 
other programs can deal with other problems.

Senator ROTH. I must confess that this double test concerns me and 
I am not sure I understand the reason behind it.

What does the Administration estimate the cost of the adjustment 
assistance for both workers and firms to be ? Do you have any figures 
on that?

Mr. EBERLE. I don't have a precise firm figure handy. We had esti 
mated on the labor side in excess of $300 million, $300 to $350 million. 
On the firm side it was substantially lower than that. It was in the 
range of $25 to $50 million.
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Senator ROTH. As I indicated yesterday, that is a sizable figure. I 
think this is a very important aspect of the legislation but it does 
seem to me that there is some merit to the contention that it is a cost 
that the international trade should bear.

PREFERRED ORDER OF MEASURES To MEET DISRUPTIVE INCREASES ix
IMPORTS

I would like to go to section 203 of the bill which establishes a 
preferred order of measures that the President might take to meet 
disruptive increases in imports. As I understand it, the most preferred 
means is an increase in duty, followed by tariff rate quotas and quan- 
tative restrictions, and the last and least preferred means is orderly 
marketing arrangements or what we more commonly call voluntary 
agreements.

It seems that the Administration has quite effectively used volun 
tary agreements recently. I understand, for example, something like 
50 percent of the imports from Japan are under some form of volun 
tary restraint.

I wonder. Mr. Ambassador, if you are in agreement with the pref 
erence list that is outlined in this bill and, if so, does this signify an 
intention to move away from voluntary agreements toward other 
forms of import restraint ?

Mr. EBERLE. In principle I am in agreement with this, although I 
would have to say that the provision for precise ordering was put in 
by the House.

Let me respond by saying that, although we would expect to use 
orderly marketing agreements from time to time, they are the kind 
of agreement that the public can suspect because they are negotiated 
between governments and as you may know the Consumers Union has 
challenged a number of these.

I think there are proper places for them, but that they should not be 
used on a wide basis. We want to be sure that our consumers are rep 
resented in these agreements and, therefore, if we can't solve the prob 
lem in one of these other ways then we can turn to this kind of agree 
ment. It may be that we turn to it first because it is the only effective 
way to do it, but it does have some antitrust and consumer implica 
tions that make the agreements very difficult to work out. As you 
probably know, a number of the Members of the Senate have 
raised serious questions about voluntary agreements. In the limited 
areas where they might be effective we would certainly want them 
but I think they are not the things that we should put at the top of the 
list. It is a question of what is going to be effective and if that is it, why 
fine, and if not, they move down.

NONTARITF BARRIERS
Senator ROTH. Mr. Eberle, as I understand, any agreement on non- 

tariff barriers would require a change in domestic laws subject to-the 
disapproval of the Congress. If it does not entail such a change, then 
the President can conclude an agreement on his own authority after 
consulting the Congress.
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I wonder could you give me any examples of significant nontariff 

barriers we would want to negotiate that do. not require changes in 
domestic law. .

Mr. EBERLE. I think probably the most significant one, Senator ICotn, 
is the administrative regulations relating to the paperwork on exports 
and imports. We probably have more documentation than most other 
countries of the world. We estimate the cost is $5 or $6 billion a year 
to the importers and exporters that are involved in this. It could be 
simplified.

The important fact here is, that could be done today, as a matter of 
fact, without a trade bill, but we do want to advise the Congress where 
there is no authority to take action. If we take an action and you 
tell us that we shouldn't be doing it, I can assure you that we are going 
to listen because we have other provisions where we have the authority 
to act, and we think it is this kind of cooperation that is important. 
Because it does fit into the total pattern here, we will be bringing most 
of these agreements back for approval, so I think the supposition of 
your question is there are not going to be too many of these, but where 
they are we certainly want to consult with Congress about it.

Senator BOTH. In conclusion, just let me say anything you can do 
to minimize and simplify the paperwork and redtape of this Govern 
ment will be a step forward in my judgment.

Thank you, Mr. Chairman.
Senator HARTKE [presiding]. Senator Bentsen.
Senator BENTSEN. Yes; thank you very much, Mr. Chairman.

NEGOTIATING AGRICULTURAL AND INDUSTRIAL PRODUCTS SEFARATELT
In the past the Japanese and the Europeans, Mr. Ambassador, at 

tempted to negotiate separately on agricultural products as opposed 
to industrial products and in the Kennedy Round we actually made 
very little headway on agricultural products. We saw the French 
abstain from negotiations for almost a year. So my question is, do you 
think it is more feasible to negotiate on industrial products, commod 
ities and agriculture, all in the same package, and if we cannot, do 
we have enough leverage in agriculture to negotiate separately on that, 
apart from the industrial products?

Mr. EBERLE. I have the feeling that we must weave them into one 
negotiation. If we do not we will not have the maximum leverage either 
on the industrial side or the agricultural side to achieve the kind of 
progress that we ought to have.

_ Now, we have made a major breakthrough recently in the prepara 
tion work, that these are going to be kept together and looked at, and 
there is significant reason to believe that we can make progress in a 
number of different areas keeping them working together.

Now, as a practical matter, that means that you will have to look at 
a sector to find out what the problems are, to find out what the negotia 
ble issues are, and you will be looking at those on a segmented basis, 
f^t when you get down to the crunch they are going to have to be 
wrought together for an overall look. This is the only feasible approach 
inls country should take.
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UPGRADING COMMERCIAL ATTACHES
Senator BENTSEN. Mr. Ambassador, one of the things that concerns 

me as I visit embassies around the world and talk to the commercial 
attaches is that time and time again I find he is a man who has little 
background and experience in that field, lacking business experience, 
lacking a study of economics, MBA, what have you; and then I talk to 
the American businessmen who tell me that they feel they do not have 
the expertise in some of these embassies that they need in trying to ex 
pand sales of American products when I think it is to the benefit of 
American labor and American business as well.

I think of situations like the little country of Finland sending 
around trade experts to brief their consuls in some of the smaller towns, 
to really sell their products.

What are we doing in that regard in trving to upgrade our commer 
cial attaches ?

Mr. EBERLE. As a former businessman I share your concern. I do be- 
leive, however, that the Department of Commerce and the State De 
partment have started a program to upgrade U.S. commercial repre- 

1 sentation overseas. It has a long way to go, and I think that this would 
be a good question for you to discuss with the Secretary of State when 
he is here Thursday.

Senator BENTSEN. I anticipate doing that.
Mr. EBERLE. And the Secretary of Commerce on Wednesday I think 

fundamentally here that this administration has made considerable 
progress, and we do have some very outstanding economic and com 
mercial attaches at a number of our embassies.

One of the objectives and achievements of some of our trading 
partners at some of their embassies is economic, with politics and secu 
rity as secondary goals. A country our size cannot do that. But what I 
think is important is that we do have, and it is the policy of this ad 
ministration to put economic, security, and political objectives on an 
equal basis, and we have to keep trying to do that, and upgrade our 
commercial and economic attaches.

Senator BENTSEN. I wish you would do that because I share that 
concern.

Mr. EBERLE. I assure you we will.

RAW MATERIAL SHORTAGES
Senator BENTSEN. Mr. Ambassador, with the oil cartels that "we have 

been facing and the incipient cartels we are beginning to see in other 
raw materials, we are experiencing a great change in conditions of 
supply. Many materials are now in relatively short supply, and it looks 
like this is going to be a long-term problem. What are we doing in 
the way of long-range planning in these negotiations to try to help 
assure long-term supplies of some of these raw materials ?

Mr. EBERLE. Let me try to put that in perspective this way. Access 
to markets and access to supplies are the opposite sides of the same 
coin. We have focused on one of our objectives in these negotiations to 
be sure that that issue is handled in two ways. First of all, we have a 
framework, a system, that will have a better guideline as to what you 
do when you have short supply, and then what actions countries can 
take if other countries do not respond within the acceptable hinge of
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agreed access assurances. The problem right now is that we have a 
general rule in the GATT but it has never been used and it has never 
been defined or clarified, and that has to be done.

Second of all, we have proposed in this bill, following some of the 
suggestions of Senator Bibicoff and Senator Mondale, to be sure that 
we have the kind of response-ability—response, and I add the word 
"ability" to that—to react, so that if countries do not maintain access to 
their markets or their supplies in an open, fair, and equitable way 
that we can take the necessary quick response. I think you need both 
the incentive out in front to try to negotiate these rules and then you 
need the kind of international sanctions and the domestic management 
sanctions that can be taken if they do not. I think this will be very 
helpful.

I think before you came in I did point out that it would be a 
mistake to attribute to many other products aside from oil the same 
situation because each product is quite different, and I think as we 
pointed out in the case of bauxite even though the bauxite producers 
are all starting to get together we have at a pretty equivalent cost 
reserves many times over foreign supplies in alumina in Georgia, 
Wyoming, and Utah to replace imports on an immediate basis if they 
start to create problems. It is an investment problem, not a reserve 
problem. It is a different kind of situation.

THE TRADE BILL EXPORT or SERVICES
Senator BENTSBN. Mr. Ambassador, the trade bill calls for a specific 

delegation of authority to the President to reduce barriers on com 
modities and manufactured products. But one of the major sources of 
revenue for us in our balance of payments in a nation that now has over 
50 percent of its GNP in services is the export of services.

Now, in what way will the export of services, being such a valuable 
source of income to us, be affected by the negotiations ?

Mr. EBERLE. To the extent that'it would fall within the trade area 
we think that this bill could and does encompass it. However, there 
is separate legislation that affects maritime, freight rates, for example, 
and other services that do not fall in this bailiwick. It is a very im 
portant problem to us. As you know, the disparities of shipment out 
of the United States as opposed to shipment into the United States is 
a serious one, tout again one which is not covered here because there is 
separate legislation. The same thing is true in the aircraft landing 
rights. It is in another agency. Unfortunately, or fortunately, as the 
case may be, a number of those various service areas are covered by 
separate legislation and not covered here.

Now, we feel there are a number of areas which we should and prob 
ably can get at, such as the insurance area, with which you are familiar. 
We are watching this carefully but we are also recognizing that we 
do have some limitations within the law.

THE EEC AND PREFERENTIAL TRADE AGREEMENTS WITH LDC's
Senator BENTSEN. I know that the European Common Market with 

its preferential trade agreements for developing nations has continued 
to increase the number—I am told that it might reach as high as 80 
countries. With these, of course, come reverse preferences, working
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for the benefit of the European Common Market and obviously, to 
our disadvantage.

To what degree are we going to be able to ameliorate the negative 
Impact of these reverse preferences ?

Mr. EBERLE. There are two or three different ways that the problem 
must be approached and, as you know, we have protested and are 
continuing to object to this program of the European Community. In 
sofar as these reverse preferences are concerned, we have a provision in 
the bill which will not allow us to grant generalized preferences to 
any developing country which grants reverse preferences to any 
body else so that we can get at it that way.

Two, that as we lower trade barriers, particularly tariffs, that lowers 
the preferential rate; and, if we have the right on the management 
side to focus on a particular discrimination in a third market, we can 
then react to that. So I think we would have for the first time the 
kind of tools to get at this problem.

Now, having said that, because I am a somewhat frustrated negoti 
ator on that particular issue because we have not made the progress 
that we would like, hopefully we can negotiate a better understanding 
with Europe and that would be our objective. But if we cannot, then 
we are provided the tools to deal with it.

Senator BENTSEN. Thank you very much, Mr. Chairman.
Senator HARTKE. Senator Curtis.
Senator CURTIS. Mr. Ambassador, forgive me for being late. In 

general, I favor this legislation. I think the administration's approach 
to this at this particular time is the right answer. I am sure I am in 
fluenced somewhat by what it has meant, what the present administra 
tion's trade and foreign affairs policies have meant not only to the 
peace of the world but to quite a number of agricultural commodities.

There are some mechanics in procedures that I am not entirely 
clear on. It has been my privilege to sit in on the formation of the 
legislation for trade agreements laws now for quite a while. I was 
10 years on the House Ways and Means Committee when the trade 
agreements law first came in. The Executive was granted permission 
to reduce our tariffs by a certain percent, and then the law would be 
renewed and authorize him to give another piece of our protection 
away, and then we would renew it again, and we would authorize 
him to go a little lower.

AVERAGE TARIFF KATES BY COUNTRY

My question is this: From what point in rate schedules do foreign 
countries start to negotiate now ?

Mr. EBERLB. From a tariff point of view, the European Community 
has an average common external tariff on dutiable industrial imports 
is around 8 percent. Canada's, as I recall, is about 14 percent; Japan's 
is about 11 percent. We are about 8% percent across the board now.

Now, I have to note an exception in the variable agricultural levies 
in Europe, which apply on a different basis. They are not tariffs per 
se, but when you add those, then Eiirope is at least as high as we are 
if we start from an equivalent base. So we all are within those ranges 
today, and why it is important is that sometimes it is a tariff that' 
holds back trade, and sometimes it is nontariff barriers.

Senator CURTIS. I am aware of that.



255

Mr. EBERLE. Sometimes it is a variable levy which the European 
Community claims is neither one, so we have a third area to talk 
about.

Senator CURTIS. Is it not true most of those countries can raise 
their tariffs without an act of their legislature ?

Mr. EBERLE. Normally, yes. But if they have to have the act of 
their parliaments it is the same people that are negotiating with so 
it is not a problem.

Senator CUETIS. But what I mean is they can raise tariffs rather 
quickly, can they not ?

Mr. EBERLE. I think——
Senator CURTIS. They are not faced with the same procedures if 

this Congress went back to write the tariff law like they wrote the 
last one, is that right ?

Mr. EBERLE. That is correct, absolutely correct.
Senator CURTIS. And on rather short notice they can create a barrier, 

tariff or nontariff, is that not right ?
Mr. EBERLE. Relatively short. Although if it is a bound-duty item 

they must notify the GATT and there is a procedure for that.
Senator CURTIS. Now, when you said our average duty was around 

8 percent, how do you arrive at that average? Is that the average 
for all imports that come into the country, the dollar value?

Mr. EBERLE. No; it is on the dutiable items based upon a weighted 
average of trade. We go all the way up to very high tariffs in the 
40-, 50-, 60-percent area.

Senator CDRTIS. So you include in there our tariff rates on some 
things that we do not import any of or import very little, right?

Mr. EBERLE. Yes, but weighted. To reflect the relative importance 
of that import.

Senator CURTIS. What would be our average duty on the imports 
that actually come in ?

Mr. EBERLE. It would be, on all industrial products—dutiable and 
duty free—that come in w.ould be 6.1 percent.

Senator CURTIS. 6.1.
Mr. EBERLE. And that would compare with the EC average of 

3.9, Japan of 5.7, and Canada, 6.4.
Senator CURTIS. You mean our tariffs are twice as high ?
Mr. EBERLE. On all imports. There is more duty-free trade in 

other countries. They have more products which come in duty free.
Just to give you an example: We have duty-free trade at 28 percent 

of our industrial imports and the European Community is 51 percent.
Senator CURTIS. Now, the difference on that is they are importing 

something that they either cannot produce at all or cannot produce 
in the amount that they need ?

Mr. EBERLE. That may be true to a degree, but let me take the next 
step with you. On the range of industrial tariffs of from 0 to 5 percent 
we have 36 percent of our business and, of course, the EC has only 
13, so that it is a different kind of a structural problem the way their 
tariffs are formed from the way ours are. So you may be right. It is 
certainly true in Japan because of the high raw material content 
that they import.

Senator Culms. What is the average tariff charged by the EEC 
on manufactured goods ?
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Mr. EBEELE. Manufactured goods it would be on dutiable items 
8.3 percent.

Senator CTJRTIS. What do we charge ?
Mr. EBEELB. On dutiable items we would be 9.2.
Senator CTJRTIS. I wonder if there is something in those averages 

that I am missing out on.
Mr. EBERLE. Senator, I would be happy to submit for the 

record——
Senator CURTIS. I mean, not in a meeting of our minds.
Mr. EBEELE. The source of this information is a GATT tariff study 

which sets out how they average them and I would be happy to 
submit it for the record at this time so that——

Senator HARTKE. Let us put that in the record. We will put it in the 
record so we will have it.

[The information referred to follows:]
The four columns of averages on industrial products prepared by the GATT 

shown in the Finance Committee Staff Report on HE 10710 were calculated 
according to the following methods:

Simple Arithmetic Average is a simple (unweighted) arithmetic average of 
all most-favored-nation duty rates applying to tariff lines classified in a com 
modity category. It was calculated directly from national tariff lines.

Average Weighted by World Trade was calculated in two steps. First, a simple 
/(unweighted) arithmetic average of tariff lines, the same as the simple 
arithmetic average was calculated for each BTN heading in a category. Each 
of these arithmetic averages was then weighted by total (most-favored-nation, 
preferential and intra-area) combined imports of the industrial countries 
covered by the study in calculating an average for a category.

Average Weighted 'by Country's Own Trade is a weighted average of all duty 
rates classified under a category using most-favored-nation imports of the 
country concerned at the national tariff line level as the weighting pattern.

Average Weighted by Country's Own Trade and World Trade was calculated 
in two steps. First, a weighted average based on a country's own most-favored- 
nation imports up to the BTN heading level was calculated. The results in 
individual BTN headings were then weighted by the total (most-favored-nation, 
preferential and intra-area) combined imports of the industrial countries 
covered by the study in calculating an average of each category.

There are two basic types of averages presented. First, a simple average, in 
which individual tariff lines are averaged without any weights, and, secondly, 
a weighted average in which individual tariff lines are assigned a relative im 
portance corresponding to the amount of imports entering under them. The 
unweighted average confers the same importance to all tariff lines and may 
therefore assign to an item a weight which would be disproportionate to that 
item's importance in trade, even under free-trade conditions. It thus tends to 
result in higher average figures than an averaging procedure which uses weights 
derived from the actual or potential trade importance of the item in question.

An average weighted by the country's own imports, on the other hand, tends 
to overstate the importance of tariff lines subject to low duties. This results 
from the fact that the higher rates are usually more restrictive, sometimes even 
prohibitive, and, consequently, the relative amount of imports entering under 
them understate their actual importance in trade.

It is also important to note that the results of the two averaging procedures 
differ according to the degree of detail in individual country schedules. The 
discrepancy between the simple and the weighted average is generally small in 
the case of a relatively homogeneous tariff; considerable discrepancies between 
the two averages occur, on the other hand, in the case of tariffs containing 
large numbers of very high and very low rates in the same product group.
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TABLE l.-AVERAGE POST-KENNEDY ROUND MFN TARIFF LEVELS ON INDUSTRIAL PRODUCTS

[In percent!

Semi- 
All products Raw materials manufactures Manufactures

All items: 
United States.......
European Community
Japan. .............

Dutiable items: 
United States......... ....... .....
European Community . _ .

..... 6.1

..... 3.9

..... 5.7
6.4

.... 8.5
..... 8.0
..... 10.7

14.1

2.7 
.3 

3.2 
.4

5.7 
3.4 

11.2 
6.4

5.1 
4.7 
6.2 
9.4

8.3
8.5 
7.6 

14.0

8.4 
8.0 

12.0 
6.6

9.2 
8.3 

12.3 
14.3

TABLE 2. PERCENTAGE DISTRIBUTION OF TOTAL MFN INDUSTRIAL IMPORTS BY RANGES OF TARIFF
LEVELS

United States.. .........

Duty free

27.9
51.1
46.8
54 4

0.1 to 5

35.8
12.9
7.6
2.0

5.1 to 10

21.1
24.8
17.2
16.4

10.1 to 15

5.2
8.0

23.7
11.0

15.1 to 25

6.0
3.1 ...
4.1

14.7

Over 25

3.9
.7

1.5

Source: GATT tariff study. The averages are calculated by weighing each country's 1972 duty rates by corresponding 
1967 imports (1970 imports for Canada). The results are not strictly comparable since the averages for the United States 
and Canada are based on f.o.b. values, averages for the European Community and Japan are based on c.i.f. values.

Note: The Office of the Special Representative for Trade Negotiations subsequently submitted the following 
information:

Senator Curtis and Ambassador Eberle referred in the above colloquy to Tables 1 and 2. These tables show the 
1972 tariff rates, weighted on the basis of 1967 imports, except for Canada, the figures for which are based on 
1970 imports. As Table l-A of the Committee Summary and Analysis of the Trade Reform Act shows, com 
parative tariff levels for the major trading nations do not differ significantly between the 1967 and 1970 import 
weghts.

Senator CTJRTIS. How recent is it ?
Mr. EBERLE. 1972.
Senator CTJRTIS. It was published in 1972. When did their studies 

take place?
Mr. EBERLE. These are based on the weighting of each country's 1972 

duty rates by 1970 trade.
Senator CTJRTIS. 1970 trade?
Mr. EBERLE. Right.
Senator CURTIS. So it will soon be 4 years obsolete now.
Mr. EBERLE. The tariff rates have not changed since that time. The 

trade may have shifted somewhat. But we took the weighting on 
1972 tariffs but the actual trade on a 1970 base.

Senator CTJRTIS. I do not want to be argumentative, I just want to 
understand it.

Mr. EBERLE. Of course.
Senator CTJRTIS. In arriving at the average tariff in Japan it does 

include the vast amount of raw materials that they want so desper 
ately and charge no tariff on, is that right ?

Mr. EBERLE. The answer is yes, that is right.
Senator CTJRTIS. And that is true of the other countries ?
Mr. EBERLE. The raw material rates are all low. That the rates on 

raw materials, of all raw materials, are relatively low. But there are 
some dutiable items in a country like Japan on raw materials where 
it brings their average up to almost as high as their rates on all indus 
trial products of 11 percent.

Senator CTJRTIS. Mr. Ambassador, the staff has given me a table here 
which appears on page 80——

Mr. EBERLE. 80*.
'Committee on finance committee print entitled "Summary and Analysis of H.R. 

10710."
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Senator CURTIS [continuing].—of this summary analysis, dated Feb 
ruary 26, 1974, and on agricultural products the United States has an 
average tariff of 15.1 percent; Canada, 9.6 percent; Japan, 40.6 per 
cent; the European Community, 16 percent; and the United Kingdom, 
10.8 percent.

Mr. EBERLE. I see. That is the column which has the simple arith 
metic average for these tariffs. What you look for is the weighted aver 
age which brings those down substantially.

Senator CURTIS. Yes, but what it does it put the United States as 
the lowest. Ours is 4.8.

Mr. EBERLE. I think that is correct on agricultural imports.
Senator CURTIS. Canada is 5.7, Japan is 27.4, European Community, 

8.8-8.4, the United Kingdom 5.
Mr. EBERLE. That is absolutely right. We do have the lowest tariffs 

on agricultural imports of any country, and I would point out that the 
footnote in your staff's excellent preparation notes that the European 
Community tariff of 13.9 does not include the variable levy.

Senator CURTIS. For the European Community ?
Mr. EBERLE. That is right. Those come on top, and range from 20 to 

a 100 percent.
Senator CURTIS. In other words, our tariffs are lower on agricultural 

products and agricultural products are one of the very redeeming parts 
of our foreign trade, is that not right ?

Mr. EBERLE. That is right, and that is the reason why we think it is 
so essential to have this negotiation with these people who have higher 
tariffs.

Senator CURTIS. Now that same table separates the dutiable products 
which I assume leaves out bananas and coffee and things of that sort, 
and the average rate in the United States is 8.5, Canada 9.9, Japan 39.7. 
European Economic Community 13.9. But that does not include the" 
variable rates, is that right ?

Mr. EBERLE. That is correct.
Senator CURTIS. And the United Kingdom 9.9. There again, we are 

the lowest, are we not ?
Mr. EBERLE. That is correct. I would point out, the United Kingdom 

now would fall within the European Community.
Senator CURTIS. That is correct.
Would it take a long explanation so that our record would be com 

plete, of what you mean by a variable duty ?
Mr. EBERLE. Variable levy.
Senator CURTIS. By illustration or otherwise, in reference to the 

United Kingdom or Economic Community.
Mr. EBERLE. Let me submit to you a one-page insert. It will take time 

to explain how it works because it varies from day to day. It is an 
arbitrary point as against the world market price and I would rather 
submit it to you in writing.

Senator CURTIS. Could you give us the tariff equivalent of the varia 
ble levy ?

Mr. EBERLE. What happens is that it depends on the world market 
price, and it differs by various products, and can run from zero up to 
100-150 percent of the world price.

Senator CCTRTTS. And oftentimes it runs 40 to 120 percent.
Mr. EBERLE. Oh, yes, absolutely.
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Senator CTJKTIS. And that is true of agricultural products.
Mr. EBERLE. It is probably zero today, I can check.
Senator CUETIS. That is true of agricultural products.
Mr. EBERLE. Not all of them. Soybeans are not under the variable 

levy and we have a favorable position both in the EC and Japan on 
that.

POSSIBLE SACRIFICING OF CERTAIN INDUSTRIES?

Senator CURTIS. I know this proposal gives unemployment compen 
sation which would seem to indicate that it was anticipated that we 
would sacrifice certain industries or parts of industries or products. 
What criteria will you follow in determining whether or not an in 
dustry will knowingly be damaged to the extent that their workers 
and possibly the industry, too, will seek these benefits?

Mr. EBERLE. Well, let me start by saying that we need this kind of 
provision whether we have negotiating authority or not because that 
happens on a daily basis.

Senator CURTIS. Yes.
Mr. EBERLE. What we want to look at here is whether you have 

an industry that may have a rather sudden impact from imports and 
you must determine whether that is having an abrupt market impact 
and, if it is, we have provided that there can be relief provided, not 
through adjustment assistance, but through temporary tariff safe 
guards at the border.

Senator CURTIS. Increased protective tariffs or other things?
Mr. EBERLE. Tariffs, quotas, orderly marketing agreements, what 

ever it may be because it may be for some reason the industry, either 
fairly or unfairly, is being taken advantage of or can become com 
petitive if they get help of these kinds, so we look at that first.

On the other hand, there may be a segment of that industry that 
simply is not going to be competitive and I think probably the best 
example of this lay in the radio electronic field where suddenly some 
items just simply could not be made competitively here and some 
production moved abroad, but now is coming back again. Our tech 
nology was brought up to date and there was a transition period here. 
But it is that kind of approach that we will be taking and are taking 
today. We do not plan to "sacrifice" industry.

Senator CURTIS. Will products made by one or two manufacturers 
get the same consideration if it is a widespread industry?

Mr. EBERLE. No; we are looking for an overall impact on an industry 
because, as I tried to explain, because it may not be the import problem 
that causes it if it is only one or two manufacturers within an industry.

Senator CURTIS. I mean, if the whole industry only constituted a few, 
one or two, manufacturers.

Mr. EBERLE. Absolutely, they would get the same treatment.
Senator CURTIS. For instance, I am not asking for solutions at this 

time but just throwing it out.
Mr. EBERLE. Surely.
Senator CURTIS. In Lincoln, Nebr., we make the Cushman scooters 

and golf carts, and the Polish similar product undersells them by 
about $200 a unit and, of course, they are a low-cost vehicle to start 
•with. Yet, there are not many factories in the country that make that 
sort of a product, and so its effect on the overall economy of the country
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and the overall employment may be small but in a particular spot it is 
very serious.

Mr. EBERLE. If the industry consists of one plant they will get the 
same treatment as if it got 200 plants and if that is a problem we would 
be happy to consider that one.

VARIABLE LEVIES

Senator CTJRTIS. Yes. This one can be answered for the record. On 
the variable levy, I think I understand it, but would you spell out two 
or three concrete examples and date them ?

Mr. EBEHLE. All right.
Senator CURTIS. As to when they existed, where the variable levy 

was reasonably low and still was there and one where it went high and 
a little explanation of the time and the circumstance and the world 
price which brought it about, about three illustrations.

Mr. EBERLE. I would be happy to do it.
Senator CURTIS. Thank you very much, Mr. Chairman.
[The information referred to follows:]

The basic problem facing U.S. agricultural exports to the European Community 
is the EC's use of trade devices to support its internal farm pricing system. The 
most important and most troublesome of these devices is the variable levy. This 
is an import charge to keep prices of imported products at least as high as 
domestic EC prices, eliminating price competition from outside countries. The 
variable levy is applied on about one-quarter of U.S. agricultural exports to the 
enlarged EC. These include feed and bread grains, beef, veal, pork (excluding 
variety meats), lard, dairy products, poultry and eggs.

Jn the case of grains, threshold price which is the minimum import price into 
the community serves as the base for the calculation of variable levies on im 
ports. Every working day the Commission, the executive arm of the EC, collects 
price quotations for each grain on international markets and adjusts those prices 
to what they would be if the grain had been of a standard EC quality and had 
been offered for delivery, c.i.f. Rotterdam. The lowest such adjusted price for 
each grain is then deducted from the corresponding threshold price. The differ 
ence is the variable levy, which is then collected on all imports of that grain 
regardless of the actual price of the particular shipment. In this way, the EC 
eliminates both price and quality competition from imports. Imports are effec 
tively limited to those quantities and grades that cannot be supplied by domestic 
production. Community preference is absolute. "Seasonal" competition is also 
eliminated by raising threshold and intervention prices monthly during the year 
to cover storage costs for domestic grain.

•In the case of long grain rice, the import levy—related to the difference in 
prices of EC grown varieties—is generally set by price quotations for cheaper 
medium grain varieties, and is higher than would apply if a true long grain 
standard were used.

Levies (dollars oer metric ton) : i 
Aug. 1,1972............ . .........
Sent. 1,1972... ....
Feb. 1,1973............ ... ..........
Mar. 1, 1973... ..... ...

Threshold prices s

Drum 
wheat

....... 70.96
--..... 68.56
....... 34.76
..._... 52.17
........ 141.58

Corn

49.33
45.94
26.15
46.08

108. 08

Husked 
rice long

135. 17
95.54
44 37
0

251.99 ....

Laid'

114.10
114.10
108.99
121.11

1 Levies on lard imports, set quarterly, are derived from the price of feed grains.
* Converted from units of account at UA 1 equals 51.08571 before Feb. 13,1973 and UA 1 equals $1.20635 after Feb. 13,

i Marketing year 1972-73.
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Senator HARTKE. Mr. Ambassador, time is late but let me say to you 
that I think all members of this committee share a very high regard for 
your intelligence and your ability in the trade field.

I must hasten to add that I do not know of any one man that I dis 
agree with so totally in this critical field of trade. Our decision should 
be to disagree agreeably. I disagree with your policies, but I do respect 
your professional ability.

Second, I would like to say for the record, that the staff work which 
has been done in this field has been effective, accurate, and objective. 
I want to compliment Mr. Best for the excellent job he is doing. Don't 
you agree, Mr. Ambassador ?

Mr. EBERLE. I certainly do.

BROAD DELEGATION or AUTHORITY TO THE PRESIDENT

Senator HAKTKE. Do you agree that the administration's trade bill 
is the broadest delegation of legislative authority to the executive 
which 'has ever been requested in the history of the United States ?

Mr. EBERLE. No. I would have to say that it is the broadest delega 
tion of joint participation with Congress that has been asked for.

I do not think you can call it a sole delegation because it does have 
congressional review and participation in it.

Senator HARTKE. But of such a limited nature as to be practically 
ineffective.

The second thing which disturbs me is that the President is under 
rather severe attack. Impeachment proceedings are being considered 
in the House of Representatives, and here we are preparing to delegate 
extensive authority to that President whose ability to lead is being 
challenged.

Do you feel that that is a proper exercise of the separation of powers 
doctrine under such circumstances?

Mr. EBERLE. The answer is yes, I do, and let me explain why.
First of all, on tariffs, there was more authority, advance authority, 

granted on tariffs in the Kennedy round than this bill proposes at 
this time.

Senator HARTKE. But Mr. Kennedy was not under the pressure of 
such severe charges at that time. I was a cosponsor of that 'bill and I 
certainly am not a cosponsor of this measure.

Mr. EBERLE. The point is there was more authority granted in that 
than today. Two, on nontariff barriers, negotiated agreements on these 
must come back for congressional review and veto by either House 
of Congress, so I do not think it is the kind of delegation you suggest. 
Then, too, if we are successful—and I hope we will be in having Con 
gress participate with us during these negotiations—it is the kind of 
discussion that gives you the opportunity for input and if you dis 
agree, you have the chance to veto.

IMPORT PROTECTION

Senator HARTKE. I am one of the sponsors of the Burke-Hartke bill 
and I have been dealing with specific trade legislation since 1971 and I 
do have some disagreement with you on that. But the point still re 
mains that the administration's trade bill does delegate unprecedented 
authority to the executive for imposing quotas or eliminating them,
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for imposing tariffs or eliminating them, and for renegotiating GATT. 
You do not have to accept that conclusion. It is also the conclusion 
of the working population of America and the two most organized 
labor groups, the AFL-CIO and United Automobile Workers. This 
latter group is now asking for import protection from small imported 
automobiles.

Do you think that the union people are blind, therefore, to their 
own best interests?

Mr. EBERLE. Not at all. I would only suggest to you that our approach 
and several of these unions' approach are not that totally dissimilar 
Let me try to explain it to you this way, if I can. The placing oi 
quotas on a calculated percentage of imports goes across the board 
on all products whether there is a problem or not. This bill, by apply 
ing the import relief section on a very much more liberal standard 
than in the past, will allow those industries to quickly come in and 
get the kind of relief they want when there is a problem.

We are facing that problem issue this way, and the difference is 
that our trade is only 6 percent of our GNP, and exports somewhere 
around 12 percent of our total manufactured productive capacity. In 
other countries, if they respond by an automatic quota it can react 
against all of our other exports whereas if we have this product-by 
product approach, we do not risk that kind of reaction against the 
United States. That is why we think we can solve the same problem 
when there is injury without having our other exports—12 percent of 
our productive capacity—attacked and precluded from the world 
markets. It is a two-way street.

Senator HARTKE. The only difference between you and organized 
labor is that you intend to follow the quota procedure too, but through 
a different mechanism ?

Mr. EBERLE. Only when there is injury and a problem which can 
not be solved through other means.

SETTLEMENT OF DEBTS
Senator HAKTKE. I think there would be deep apprehension if peo 

ple really understood what you propose to do in this legislation. 
Senator Byrd, in his questioning of you, did not take full credit for 
his own participation in the amendment which was adopted by the 
Senate. If you will recall, the Byrd amendment was attached to the 
debt ceiling bill. The Byrd amendment would have required congres 
sional approval of any settlement on debts owed to the United States 
by foreign countries. The administration opposed the Byrd amend 
ment and it was deleted in the House. Is that a fair statement? The 
administration opposed it ?

Mr. EBERLE. That is my recollection.
Senator HARTKE. The House deleted it because of administration 

opposition.
Let me give you the facts of the case. The lend-lease debt was 

about $10.2 billion, if I recall correctly. The agreement ̂ which was 
executed provided for $48 million unlimited payment, with the rest 
conditioned upon the restriction that there must be most-favored- 
nation treatment granted, is that right ?

Mr. EBERLE. Correct.
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Senator HARTKB. Under the circumstances that agreement was 
executed without any request of or authority or without consultation 
with the members of this committee or of the Ways and Means Com 
mittee, is that not true ? :

Mr. EBERLE. I do not know. I did not participate in it.
Senator HARTKE. Yes; I will tell you that is true.
Do you remember the Moynihan agreement. Pat Moynihan is from 

Jefferson, Ind., just for the record. I was talking with Dr. Moynihan 
recently and he told me that the administration just wiped out $2.4 
billion in commodity credit loans which had been granted to India. 
That was completely eliminated without congressional authority. The 
Byrd amendment would have prohibited both of those actions, and 
would have required you to come to the Congress.

The administration has not acted in good faith on these matters. 
How can we expect the administration to act properly if we grant them 
all this authority.

RIGHT To EMIGRATE AMENDMENT

Let me give you another example. The Jackson-Vanik amendment 
was passed in the House, right ?

Mr. EBERLE. Eight.
Senator HARTKE. It prohibits credit to a country which discriminates 

against citizens desiring to emigrate.
Since the House acted, $120.8 million in Export-Import Bank 

credit to the U.S.S.R. has been approved. There are currently pending 
credits of $211 million for the Soviet Union—$180 million of which 
will directly aid Occidental Petroleum. It seems to me that this ad 
ministration has had an attitude of near contempt for the Congress.

Given these facts, the chances of eliminating the Jackson-Vanik 
amendment are probably minuscule. It is obvious that the Executive 
is paying absolutely no attention to the action in favor of the amend 
ment taken by the House of Representatives. There are 80 sponsors of 
the Jackson amendment in the Senate.

POSSIBLE PRESIDENTIAL VETO OF BILL

Let me ask you this question: Would the President veto the bill 
with the Jackson-Vanik amendment in it?

Mr. EBERLE. I think you have to take a look at that at the partic 
ular time. He certainly has indicated on several occasions that at this 
point this would be a very serious matter for him, and one could cer 
tainly not discount a veto.

Senator HARTKE. The President publicly stated that he would veto 
the trade bill with the amendment. Can we believe him?

Mr. EBERLE. I think you can, yes.
Senator HARTKE. If this is true, then we ought to call a halt to 

these hearings right now. We have 150 witnesses to hear from and if 
the President intends to veto, the Finance Committee is simply per 
forming an exercise in futility. Don't you agree Mr. Ambassador?

Mr. EBERLE. Well, let me give two responses. First of all, I think 
we have talked with Congress on a number of these and I can tell 
you the Exinibank, as I tried to explain, made most of these on a 
very preliminary commitment basis and is very cognizant of Con-
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gress concern over this, and, two, as I tried to say, and Secretary 
.Shultz has said, we think there can be some reformulation which 
could bring about a resolution of the Jackson-Vanik amendment that 
would be acceptable.

Therefore, I would not be here if I did not think that we need this 
bill for the United States, and Congress needs it to participate in 
international trade negotiations and that if we do not participate in 
these international negotiations the people who are going to suffer are 
the workers and your constituents right back at home because that 
.means jobs if we lose exports.

EQUITABLE TRADE TREATMENT NEEDED
Senator HARTKE. All of us agree that we need more world trade. It 

"would be preferable to get it on an equitable basis. Even previous ad 
ministrations have not done this. During President Johnson's admin 
istration, the Canadian automobile agreement was put into effect with 
out consulting Congress. President Johnson tried to buy Canada's 
participation in the Vietnam war by making economic concessions to 
them which were very damaging to our balance of payments.

The Kennedy round too was merely a propaganda victory at best. 
Is that fair?

Mr. EBERLE. I think there was some real legitimate progress.
Senator HARTKE. If you examine the negotiations in detail and I 

have, you will note that nothing was done until 30 days before the 
final report had to be filed. They finally agreed that some progress had 
to be made, so they eliminated all the consideration of nontariff bar 
riers which are at this moment much more effective barriers to trade 
in the international marketplace than tariffs. Only tariffs were reduced. 
As one of the members indicated here, we reduced tariffs on products 
which were not being shipped. The delegation to trade negotiating au 
thority bore sparce results. Now you want the same authority. Little 
progress was made then, how can we expect a better showing from 
this administration?

Mr. EBERLE. I would like to come back and simply say that I concur 
that there were a lot of problems in the prior negotiations that I can 
not speak to other than to what my office is doing. We are committed 
to this kind of cooperation, I think we have proven it in the textile 
agreement, working with Congress and with industry. I think we have 
been able to come up here and say, "You tell us how you want to work 
with us," and that is an open ended challenge.

Senator HARTKE. I tried to tell you but you would not follow my 
i ad vice.

Mr. EBERLE. This is how to work with you, not how to draft a bill.
Senator HARTKE. I just thought that effecting legislation was my 

job- 
Mr. EBERLE. Well, certainly.
Senator HARTKE. From 1971 until last year, the Hartke-Burke bill 

was the only trade legislation before Congress. I still think it is t\& only 
comprehensive bill which treats the major problems confronting the 
working men and women in this country.

You pointed out the tremendous skills we have in the aerospace 
industry and how this has contributed to our balance of payment^, gell 
ing airplanes abroad has been favorable to our balance of trafle and
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balance of payments. Yet, at this moment jobs in aerospace are 33 per 
cent under the 1968 peak and are expected to fall another 3 percent by 
June 1974. Jobs totaled 949,000 in June 1973 and there will be 32,000 
fewer in June 1974. Scientists and engineers have been the hardest hit. 
Is that not right?

Mr. EBERLE. Yes, sir.
Senator HARTKE. And no relief is being provided for them under the 

Adjustment Assistance Act.
Mr. EBERLE. Well, there is no import competition either. The import 

adjustment assistance would come in through import competition.
- Senator HARTKE. You call this a great success for adjustment assist 

ance when there is so much unemployment and so little aid to these 
people?

Mr. EBERLE. There are $4 billion a year in experts.
Senator HARTKE. The question is American jobs. $4 billion dollars in 

experts evidently is not creating jobs.
Mr. EBERLE. But without exports the unemployment would be a 

great deal higher if you eliminate $4 billion.
Senator HARTKE. That is the argument of the multinational corpora 

tions. They raised a $1 million fund to defeat my bill. They don't agree 
with me, and I don't agree with them.

In 1972 the largest 500 industrial multinational firms employed 
136,960 fewer workers than in 1969 and even though in 1972 they had 
$113.1 more in sales than in 1969. The real question is whether this Gov 
ernment is going to be a government of the people or a government of 
the giant multinational corporations and that is the question which 
concerns me very deeply.

1974 BALANCE TRADE FORECAST

Mr. Ambassador, what is the anticipated trade surplus or deficit for 
1974, excluding oil ?

Mr. EBERLE. One's crystal ball at this time of the year is never very 
good. I think one could anticipate—on a GIF basis—the positive bal 
ance in our trade in 1974.

Senator HARTKE. What is the forecast ?
Mr. EBERLE. At this game, you know it is too early——
Senator HARTKE. A calculated guess then. I mean you have to have 

some type of forecast. You do have economists who formulate these 
kinds of projections ?

Mr. EBERLE. I think the best thing to say is that it would be a posi 
tive balance on a GIF basis.

Senator HARTKE. I didn't hear you. Did you give a dollar value ?
Mr. EBERLE. As I say, I am not in the projecting business. I will 

defer that to Secretary Dent tomorrow.
Senator HARTKE. I intend to ask him tomorrow. Would you agree 

that Mr. Walter Levy is a leading authority on oil ?
Mr. EBERLE. Yes, sir.
Senator HARTKE. According to him the projected deficit would come 

to about $14 billion in 1974 because of the increased cost of oil.
Mr. EBERLE. For the United States ?
Senator HARTKE. For the United States, $14 billion.
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Mr. EBEELE. I would simply have to say to you that that number 
seems high based on my knowledge, but I would defer that to Mr.. 
Simon. I can find out for you.

Senator HAKTKE. I am going to read to you, Mr. Ambassador, from 
Mr. Walter Levy's study of exploding world oil costs, of January 4r 
in which he says in Item 11:

For the United States total exports are estimated at about $70 billion in 1973, 
total imports about $69 billion for a net trade surplus of $1 billion. United States 
oil imports FOB in 1973 are estimated at some $7 billion. United States oil 
imports costs amount to $21 billion in 1974.

Now, Item 12, which is the conclusion which I have just given you r
The indicated 1974 level of U.S. oil import costs represented a $14 billion 

increase over 1973. This would be equal to 20 percent of total imports last year. 
An expansion of imports of this magnitude would be enough to swing the United 
States trade balance from a surplus of $1 billion to a deficit of $13 billion, in other 
words a $14 billion loss. Such a deficit would exceed the United States gold and! 
foreign exchange holding of $4 billion as of October 1973.

And that is why I say to you that some place along the line some 
body had better get their hands on the trade handle and start worrying 
about putting this country back on its feet.

Mr. EBERLE. That is the very thing we are trying to do. That im 
pact—assuming that it is right, and he is more of an expect than I 
am, but the numbers I have seen do not go that high—he omits, Sena 
tor, the fact that some of that money is going to come back into the 
United States and the impact will not be of that magnitude. As a 
matter of fact, the numbers that the OECD protected for 24 countries, 
if their increased costs as Senator Kibicoff indicated this morning, $40'r 
$50, $60 billion, come out to a net to those countries, including the 
United States, of $25 billion, because of the reflow of funds.

The point I want to come back to here is that if we don't have the 
kind of international institutions that can work on these problems on 
the trade side the United.States then will have to decide on its own 
what it is gong to do and that could be a very painful kind of a process 
where we do not have the kind of opportunity to continue to build up 
our exports to help pay for this in the long run and that is going to 
impact an awful lot of jobs.

TAXATION OF FOREIGN INCOME

Senator HAKTKE. But you see that takes you over into another field 
which my bill addresses itself to and yours does not, and that is the 
question of taxation. You cannot approach trade matters without con 
sidering the tax structure applicable to foreign income.

Let me ask you, if you would agree with the following statement r 
Since the multinational oil producers have convinced some of the oil 
exporting countries to charge them a tax in place of a royalty, they 
are benefiting via our present tax laws ? For example, the greater their 
costs, the more substantial the tax break they receive.

Mr. EBERLE. Well, I have no doubt that there will be some changes, 
as Secretary Shultz has indicated, in this area, that he has recom 
mended some changes. As you know, there were some specific tax pro 
visions submitted along with the trade bill when it went up last April. 
The House decided that it would handle that as a separate matter 
and, as of today, we think that is the proper way. There are some of 
these issues that should be addressed.
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Senator HARTKE. Frankly, I think the President has adopted part 
of the Burke-Hartke bill provisions on foreign taxation in his energy 
message. If the oil companies should have to, why isn't it right to go 
ahead and apply it to all the manufacturing industry ? As much as I 
decry the oil companies bleeding the U.S. consumer white while we- 
are sitting in line trying to get gasoline, I think it is just as fair to- 
complain about ITT which paid in 1972 an effective corporate tax rate 
of 1 percent according to Congressman Vanik's statistics. (ITT argues- 
their tax rate was 9.5 percent—hardly a spectacular amount.) General 
Motors, afraid'of antitrust suits, paid an effective rate of 44 percent 
in 1972. I am not giving General Motors any special accolade but 
somebody has got to make up the difference and I think it is high time- 
that the multinational corporations paid their fair share of taxes.

General Motors is a manufacturing company, and the corporation 
paid a 44.6-percent effective tax rate in 1972. Juxtaposed to this are 
the oil companies, Texaco, Mobil, Exxon, and so forth, and they aver 
aged an effective rate of 2 to 4 percent. If you are going to deal with 
trade correctly I would hope that you would somehow get your fingers: 
into those things which heretofore have been sticky with oil.

Mr. EBERLE. We do get our fingers in a lot of these issues but I also- 
know when you try to get as complicated a bill when you keep adding- 
everything into it you will never get it through because it does cover 
so many subjects.

Second of all, I don't want to duck the tax question but I am not 
a tax expert. But I would call your attention that we do have a lot 
of tax treaties and that there are some very important things that can 
be solved in this area and again it is part of the world of international 
negotiations and we ought to have more of these so that the country 
can be treated on a more equal basis. If there is no tax treaty there can. 
be more inequities.

On the other hand, you can also get to the point where you can tax 
at 110 percent.

Senator HARTKE. I understand that. I am not interested in overtax 
ing people. I just want fair taxation. I do have another quick question. 
With the two devaluations the United States is supposed to be more- 
competitive. West Germany today has a higher wage rate than the- 
United States and as a result of their revaluation of their mark and 
our two devaluations of the dollar, and still their No. 1 export 
is manufactured goods. Our primary exports are, like a developing 
country, agricultural products and raw materials. Why don't we have 
a comparative advantage in manufactured products ?

It is late, and I do want to let you go. Thank you very much for join 
ing us today and discussing with us the vital issues of international' 
trade.

Mr. EBERU:. Thank you.
[Mr. Eberle's prepared statement follows:]
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INTRODUCTION
The overall purposes of the Trade Reform Act are to stimulate United States

•economic growth in the context of strengthening our global economic relations 
through fair and equitable market opportunities and more open and nondis- 
criminatory world trade. The Act as passed by the House of Representatives— 
H.R. 10710—consists of three categories of authorities to achieve further trade 
liberalization and to deal with basic foreign and domestic trade policy problems. 

First, the authorities contained in Title I enable full participation by the 
United States in the comprehensive multilateral trade negotiations under the 
GATT launched in Tokyo in September, 1973. These authorities aim to achieve 
further trade expansion through the reduction or removal of tariff and non- 
tariff barriers to trade and to develop a more open, nondiscriminatory, and
•equitable international trading system through reform of present trading rules 
and institutions. Title I also contains various authorities to provide for more 
effective management of the trade agreements program.

Second, Titles II and III contain improvements of present laws and programs 
to facilitate orderly adjustment by domestic industries, workers, and firms to 
increased import competition and to deal with unfair foreign trade practices in
•a more adequate and timely fashion.

Third, Titles IV and V contain authorities designed respectively (1) to ex 
pand our trade relations and opportunities with countries on a nondiscriminatory 
.basis; and (2) to promote the economic development of developing nations by 
.providing them greater access to the benefits of an improved international trad 
ing system.

Throughout the Trade Reform Act there are procedural safeguards to ensure
•exercise of the authorities in the United States national interest. It also provides 
for greater participation by and fuller partnership and cooperation between 
the Executive branch, the Congress, and the private sector in establishing the

.goals and reviewing the implementation of United States foreign trade policy. 
The Congress last granted the President major authorities in the trade field 

under the Trade Expansion Act of 1962. The principal negotiating authority ex 
pired on June 30, 1967. It has been 12 years, therefore, since the Congress has 
articulated clear guidelines and directions through comprehensive trade legis 
lation in this highly important area of United States foreign and domestic 
policy. The need for broad new trade legislation to enable United States leader 
ship and participation in international cooperative efforts to meet the important
.and urgent economic challenges of our time has probably never been greater. 

Many significant and dramatic changes have taken place on the world economic
:scene in the decade since the Congress last approved major trade legislation. 
Partly through our efforts and with our strong support, basic structural changes 
have occurred in the world economy as Europe and Japan have become major

•economic powers and strong competitors with the United States. Rapid devel 
opments in technology, communication, and transport have resulted in more 
efficient production and distribution of an ever-increasing number of goods. 
Improved allocation of productive resources, more and better employment op 
portunities, higher incomes and standards of living, and the availability of a 
wider choice of products for consumers are attributed at least in part to the 
tripling of world trade in the past decade. Increased prosperity has both created 
and resulted from mass markets, rapid flows of capital and investment, and a 
growing dependence on foreign markets for exports and on foreign suppliers 
for imports.

The present new era of global interdependence among nations, shared leader 
ship, and rapid change also means that the various elements of each nation's 
domestic and foreign policies are increasingly interrelated and of significant 
impact internationally. Trade policy has important political as well as economic 
ramifications at nome and abroad. Trade policy is linked with other areas of
•domestic and foreign economic policy, such as monetary and fiscal policies, 
investment, and foreign aid. These various elements of economic policy are,
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in turn, interrelated with and have important ramifications on overall foreign 
policy and security objectives.

None of these areas can be treated any longer in separate or isolated fashion. 
A country's chief economic concern is still to provide more and better jobs and 
sufficient supplies to meet demand at reasonable and stable prices for its own 
citizens. But global interdependence requires that national domestic and for 
eign policies at the same time be carefully balanced with multilateral respon 
sibilities and obligations and the need for collective discipline in order to avoid 
international economic and political frictions.

Significant progress was made in liberalizing barriers to trade through multi 
lateral trade negotiations in the past decade. Some important trading problems 
have also arisen, however, which demonstrate the significant consequences of 
domestic and foreign economic policies on international relations, and the need 
for authorities to devise appropriate remedies. Regional trading blocs have 
proliferated in recent years, often with discriminatory elements disadvan 
tageous to the trade of the United States and other non-participating countries. 
The relative importance of nontariff trade barriers and unfair trading practices 
have also increased.

The uneven distribution of trade benefits among various segments of domes 
tic economies have often given rise to protectionist sentiment in the United 
States and abroad to impose damaging import restrictions. In recent months 
attention has shifted from the traditional problems of achieving more open 
and nondiscriminatory foreign market access to the other side of the coin— 
maintaining availability of adequate supplies of essential materials at reason 
able prices, and the threat of "new protectionism" in the form of both export 
and import restraint measures as pressures increase on balances of trade and 
payments.

The resort to measures, often of a unilateral and ad hoc nature, outside the 
context and framework of the international trade and monetary systems is 
partly a reflection of the fact that these rules and institutions have no kept pace 
with the major ,and rapid changes on the world economic and political scene in 
recent years. The principles and practices which date from the post-World War II 
era when the United States was the predominant economic, financial, and polit 
ical power have become outmoded and far less effective in dealing with present- 
day problems and challenges.

Clearly new principles and rules of behavior as well as reform of the present 
rules and institutions are required, and with even greater urgency now. The 
pressing problems of supply shortages and price increases require new policies 
and methods of international economic management and rethinking of old ones. 
This process can best be facilitated by utilizing the trade negotiations based on 
the authority of the Trade Reform Act. Supply problems have redoubled the need 
for major trade legislation. The authorities contained in the Trade Reform Act 
are more relevant today than even a few months ago.

First, the Trade Reform Act provides authorities which are flexible enough 
to be a vehicle for dealing with the new problems of supply access and export 
restrictions as well as with the traditional problems of market access and import 
barriers. For example, the authority under section 102 to negotiate agreements 
to remove or reduce nontariff barriers and other trade-distorting measues is 
broad enough to encompass export restraint measures as well as import barriers 
and export subsidies. iSection 123 authorizes the President to suspend import bar 
riers when supplies are inadequate to meet demand at reasonable prices. Section 
301 is flexible enough to permit retaliation by the United States in the form of 
increased duties or other import restrictions against unreasonable or unjustifi 
able foreign export controls and embargoes. Fulfilling our international commit 
ment to participate with other developed countries in the granting of generalized 
tariff preferences would help to improve the climate for cooperative efforts gen 
erally with developing countries, which are a major source of essential raw 
materials.

Additional modifications of the Trade Reform Act to make it even more respon 
sive to supply problems could be an important contribution of the Senate. The 
Administration is willing to discuss and work with the Committee on proposals 
already made by Senators Mondale and Ribicoff, and is also proposing some 
amendments of its own as illustrations of proposals which could be useful.

Second, while headline attention may have shifted at the moment, the tradi 
tional problems of reducing trade barriers which impede market access and 
insulate significant areas of economies from the adjustment process have not 
disappeared. In fact, the new problems of supply assurance and stability at
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reasonable prices and the older problems of market access and elimination of 
obstacles which hinder efficient allocation and use of productive resources are 
inextricably interrelated as two parts of the same equation.

Short supply situations reinforce the need for international negotiations on 
import barriers and export subsidies. There is an even greater danger today than 
in the 1930s of "beggar-thy-neighbor" policies—the new form of protectionism— 
whereby countries not only impose export restraint measures on some goods 
while promoting exports of others, but face strong domestic pressures to impose 
or increase import restrictions on other goods in order to finance the increased 
cost of importing fuel and raw materials.

Increased access to foreign markets is vital both in present circumstances and 
in the longer run. Present and potential trade restrictions will become more 
serious, particularly with the continued proliferation of regional trading arrange 
ments, increasing environmental standards, and regional harmonization of laws 
and practices which can have trade-distorting effects unless equitable interna 
tional principles and solutions are devised to govern their form and evolution.

Furthermore, the need for the provisions in the Trade Reform Act not directly 
related to the multilateral trade negotiations is even more urgent under present 
circumstances. For example, present laws and programs are inadequate to facili 
tate timely and orderly adjustment by domestic industries and workers adversely 
affected by competition even from some imports at present levels. Enactment of 
Title II and the revisions under Title III of present statutes which safeguard 
against unfair foreign trade practices are also necessary to reduce new domestic 
pressures for import protectionist measures. Normalization of trade relations 
with Communist countries is just as important now in pursuit of an overall 
detente policy. Our international commitment to developing countries to help 
achieve their economic development needs through our participation in granting 
preferential access to developed country markets is not yet fulfilled.

Third, it is vital that there be an ongoing international process of negotiation 
where new problems can be placed and dealt with in the broader perspective of 
global interdependence. Unless it is demonstrated that the process of multilateral 
negotiation and a cooperative approach to solving old and new international eco 
nomic problems can and will work, the imposition of unilateral trade restraints 
and the seeking of competitive bilateral arrangements to ensure distribution and 
control of available supplies are likely to escalate. This backsliding could not only 
halt progress toward reform of the international economic system, but could 
disrupt international trade flows, create inefficient allocation of resources at 
reasonable prices, and threaten the structure and fabric of the international eco 
nomic system itself.

The multilateral trade negotiations in the GATT, as well as the Energy Con 
ference, the World Food Conference, and ongoing talks to reform the international 
monetary system, are important elements in the process of seeking viable coopera 
tive solutions to global economic problems. The GATT consists of 83 members, 
both developed and developing countries. Its primary orientation in the past has 
been on problems of market access and the reduction of import barriers. It pro 
vides for solving difficult problems which have been apparent for years, for 
example, subsidies, government procurement, standards, and international safe 
guards. Specific GATT rules and the institution itself also provide, however, a 
basis and a workable framework and forum for multilateral discussion and formu 
lation of principles, guidelines, and procedures to deal more effectively with short 
supply problems on the basis of international cooperation. Reform of current 
GATT principles is also necessary to conform the international trading system 
with present-day realities, including the need for revision of GATT provisions on 
export restraint measures.

The Trade Reform Act is an essential prerequisite for maintaining and intensi 
fying the momentum for progress in the multilateral trade negotiations. The tools 
and authorities in the Act reinforce and complement overall efforts to achieve a 
more rational and equitable economic system to deal with both old and new prob 
lems. Without the Trade Reform Act, the United States will lack both negotiating 
authority and credibility in the GATT and in other international negotiations to 
pxercise leadership in bringing about effective multilateral cooperation and disci 
pline in international trade.

To be able to conduct effective negotiations on international trade issues, the 
Congress must grant the authority and set the guidelines under which it is to be 
exercised to set and to achieve our trade policy objectives in the overall national 
interest, full cooperation and partnership between the Executive and Legislative 
branches and between each of them and the public are essential. The requirement
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has resulted in new provisions toeing added by the House for Congressional over 
sight and public participation in the exercise of the authorities under the trade 
.agreements program. On the whole, these are very thoughtful and useful additions 
.to the program.

The House of Representatives has greatly narrowed the scope of Executive 
discretion originally requested by the Administration. The present version of the 
'Trade Reform Act reflects a concern throughout for an increased Congressional 
and public role. It provides various mechanisms to ensure a substantial increase 
in the direct participation of the Congress in the formulation, conduct, and re 
view of United States trade policy. It also ensures opportunities for all domestic 
public interests and private organizations to bring their ideas, information, ad 
vice, and concerns to the attention of those responsible for executing the legis 
lation.

'Many of the authorities in the Trade Reform Act are a continuation of the 
historic trade agreements program. In these as well as in other areas where the 
authorities break new ground, the bill passed by the House emphasizes:

1. Specific limits on and standards for the use of the authorities delegated;
2. Timely notices and reports to Congress, and public notices of actions con- 

.templated and taken;
3. Required consultations with the Congress and interested persons, particu 

larly when permanent changes in trade restrictions are contemplated;
4. Participation by members of Congress in the United States delegation to 

.'international trade negotiations;
5. Numerous public hearings and other public procedures in advance, including 

.a public advisory committee mechanism for trade negotiations and investiga 
tions by and advice of the Tariff Commission;

6. Time limits on the use of the authorities and specific 'requirements that the 
Congress must extend actions taken by the President if they are to remain in

•force; and
7. Special procedures, including a new Congressional veto procedure, to fa-

•cilitate decisions by the Congress to disapprove or to terminate Presidential
•actions.

'Never before in the history of the trade agreements program has the partici 
pation of the Congress and the public in the process of execution and admin 
istration of the authorities granted the Executive branch been specified in such 
detail. The authorities are subject to a degree of Congressional oversight and

•control and public scrutiny that are unprecedented. The substantive limits and 
the elaborate procedural requirements are based on a valid need for Congres 
sional and public participation, but in some instances they may prove admin 
istratively burdensome. A balance must be struck between meaningful and ap 
propriate safeguards to ensure that the authorities are utilized in the overall 
United States national interest, and the need for sufficient flexibility in admin 
istration to avoid the hamstringing of effective action or the taking of actions 
which are unwise. 

The present version of the Trade Reform Act is in most respects consistent
•with purposes for which the original Administration proposals were designed. 
The Administration is pleased overall with its outcome in the House, in fact in 
many areas we recognize that the Committee on Ways and Means made a num 
ber of improvements in the original bill. The Administration urges prompt pas 
sage of this legislation in the Senate so that further progress can be made in 
the multilateral trade negotiations and the urgent work of solving the trading
•problems we face internationally and the improvement of trade laws domestically
•can proceed. There are a few areas, however, where it is important that improve-
•ments be made in the bill. The Administration is also suggesting some other 
modifications of a substantive and technical nature for further improvements.

The following testimony submitted for the Senate record explains the various 
provisions of the present -bill in detail by title and section, the reasons Jor the 
provisions, and legal interpretation by the Administration as part of the legis 
lative history of the Act. Attachment A contains all of the amendments, including 
proposed statutory language, suggested by the Administration. Amendments 
'listed in Attachment A of a substantive nature are also discussed in the appro 
priate sections by the testimony. Attachment B outlines the relation of the pres- 
tent bill to the current short supply situation
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TITLE I—NEGOTIATING AND OTHEB AUTHORITY
Title I contains the authorities necessary to conduct and implement the results- 

of the new round of comprehensive multilateral trade negotiations to achieve 
expansion of world trade on an open, equitable, and nondiscriminatory basis. 
These authorities encompass access to supplies as well as access to markets. 
The Administration suggests an amendment to the purposes of the Act under 
section 2 to provide explicit reference to supply access as an abjective.

The provisions of Title I can be divided into three basic categories: (1) au 
thorities to enter into trade agreements with foreign countries during the next 
five years for the reduction or removal of tariffs and other barriers to trade, and 
procedures for implementing these agreements ; (2) a negotiating mandate from 
the Congress for the reform of international trading rules and practices, other 
trade authorities to help deal effectively with more general trade-related eco 
nomic problems, and authorities to manage and administer the trade agreements 
program more effectively and efficiently ; and (3) procedures and mechanisms to 
ensure increased participation by and liaison with the Congress and the public 
in the formulation and implementation of trade agreements.

A. BASIC NEGOTIATING AUTHORITIES (SECTIONS 101-103)

'Chapter 1 of Title I contains the basic authorities necessary to conduct the- 
multilateral trade negotiations, namely, (1) concerning tariffs: Authority, sub 
ject to specific limits, to eliminate, reduce, impose, or increase tariffs, or to con 
tinue existing rates of duty or duty-free treatment pursuant to trade agreements 
entered into with foreign governments during the next five years; and (2) con 
cerning nontariff barriers: A mandate urging the negotiation of agreements 
with foreign countries during the next five years to reduce or eliminate non- 
tariff trade barriers, and a new optional method for implementing such agree 
ments through a Congressional veto procedure.

The Kennedy Bound of trade negotiations resulted in overall reductions of 
about 35 percent in tariffs on industrial goods by the United States and the other 
major participants. These and previous reductions through trade negotiations,, 
reduced the significance of tariffs overall as barriers to trade. However, overall 
tariff averages obscure the fact that duties continue to afford significant protec 
tion and are highly trade restrictive on many individual products and product 
categories in the United States as well as in foreign countries. Of particular con 
cern for United States manufacturing export interests are the relatively high 
tariffs of our major non-European trading partners, namely, Japan, Canada, 
Australia, and New Zealand.

As tariffs have been reduced, other trade barriers and trade-distorting meas 
ures have become relatively more important, partly as a result of regional trading 
arrangements and increasing concern with environmental considerations. An in 
ventory prepared in the GATT of identifiable nontariff barriers and other trade- 
distorting measures in effect in member countries consists of more than 800 
notifications, which have been organized into 27 different categories. Substantial 
preparatory work for the multilateral trade negotiations has already been done 
and is continuing in the GATT and OECD on a number of these nontariff barriers. 
Unlike tariffs, these measures are highly diverse and heterogeneous in nature and 
are usually imbedded in domestic laws or administrative practices both here and 
abroad.

Many nontariff barriers limit import competition directly and many are framed' 
or administered to give a significant competitive advantage to domestic producers. 
Some measures restrict imports but were instituted for health, safety, or en 
vironmental reasons. Others, such as subsidies, are widely used to stimulate ex 
ports, or have been imposed to limit exports of particular products. Some non- 
tariff barriers probably do not have a major trade impact. Some others restrict 
trade more 'than tariffs or have reduced or nullified benefits from tariff reduc 
tions. In some cases nontariff barriers effectively shelter and insulate substantial 
areas of production and trade from intended effects of the adjustment process, 
Including price and exchange rate changes. Nontariff barriers can also arise in 
the area of services, for example when freight rate disparities in shipping con 
ferences alversely affect our trade or when restrictions on direct investment or- 
on distribution facilities effectively limit sales of United States goods.
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The need for further reduction or removal of tariffs and nontariff barriers 
is particularly important with respect to the increased competitive disadvantage 
for United States exports inherent in the expanded membership, the free-trade- 
area associations, and the special preferential trading arrangements of the 
European Community. These types of arrangements will probably extend to 
nearly 80 countries and dependent territories in Europe, Africa, and the Mediter 
ranean and Caribbean areas by 19T5. As a result, United States and other third 
country exports face higher import barriers in these countries than the goods 
of participating countries. Some of these arrangements with developing coun 
tries also involve the granting in return of "reverse" preferential treatment by 
those countries to the products of the European Community, resulting in dis 
crimination against the products of third countries.

The reduction of tariffs and nontariff barriers is the only long-term effective 
means to reduce the discrimination faced by United States exporters as a result 
of these arrangements. Further liberalization of foreign trade barriers would 
also encourage American industry to remain in the United States rather than 
to relocate abroad in order to compete in foreign markets. The need for multi 
lateral trade agreements to reduce trade restrictions and to institute more ade 
quate international trading principles is even greater today than just a few 
months ago. The efficiencies of production and resource allocation and the greater 
assurance of adequate supplies which result from exporting products on the basis 
of comparative advantage are of increased importance today because of the rising 
costs of importing energy and raw materials.

The multilateral trade negotiations under GATT auspices, launched in Tokyo 
in September 1973, will be broader in scope than previous trade negotiations 
which focused primarily on tariffs. As indicated in the Tokyo Declaration, the 
negotiations aim to deal with the whole complex: of barriers affecting agricul 
tural and industrial products, including raw materials, and with multilateral 
safeguard mechanisms. The negotiations will be conducted "on the basis of the 
principles of mutual advantage, mutual commitment and overall reciprocity."

Major trade agreements authority under Title I of this Act is required to pro 
vide the credibility necessary for United States leadership in demonstrating that 
international cooperation through multilateral negotiations can work effectively 
to deal with new as well as with old problems. For these negotiations the Presi 
dent requires not only bargaining leverage but flexible tools which enable use 
of the negotiating approaches and techniques most suitable to obtain maximum 
possible foreign tariff reductions and equitable solutions to nontariff barriers. 
One essential bargaining tool for gaining concessions from our trading partners 
is a willingness on our part to negotiate reciprocal concessions with respect to 
our own trade barriers. The United States must be able to do its part in main 
taining access to our market and supplies, which is of equal concern to our 
trading partners.
1. Tariffs (sections 101 and 103)

Since 1934 the Congress has periodically delegated to the President authority 
to reduce or increase United States tariffs within specified limits pursuant to 
trade agreements with foreign countries. The last grant of such authority under 
the Trade Expansion Act of 1962 expired on June 30, 1967. Since that time the 
President has not had authority to implement trade agreements insofar as they 
affect tariffs or other domestic laws.

Section 101 of H.R. 10710 continues the precedent by renewing the basic au 
thority of the President to enter into and implement trade agreements with 
foreign countries for a period of five years. The grant of authority for this ex 
tended period of time is essential to ensure maximum participation and commit 
ment by other countries to reduce their trade barriers. It also enables the United 
States to prepare for, fully participate in, and complete the multilateral trade 
negotiations.

Section 101 of the Trade Reform Act authorizes the President to reduce tariffs 
existing as of July 1, 1973 up to the following amounts in conjunction with trade 
agreements:

July 1,1913 rate of duty Percentage reduction authorized
5 percent or under 100 percent
Over 5 percent, not over 25 percent 60 percent
Over 25 percent 75 percent, but not to a rate or duty be-

' low 10 percent
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The Administration proposes an amendment to section 601 to expressly include 
within the definition of "modification" the conversion of specific rates of duty 
into their ad valorem equivalents in order to apply the different levels of tariff 
authority for the purpose of negotiating trade agreements under section 101.

Section 101 also authorizes increases in duties (or the imposition of duties 
where none exist currently) up to a level of 50 percent above the rate existing 
on July 1, 1934 (Column 2 rate) or to a rate which is 20 percent ad valorem 
above the rate existing on July 1, 1973, whichever is higher. For example, a duty 
of 5 percent ad valorem with a corresponding Column 2 rate of 10 percent could 
be increased up to 25 percent ad valorem under the Trade Reform Act, as com 
pared to 15 percent (i.e., 50 percent above the Column 2 rate) under the Trade 
Expansion Act. Greater tariff increase authority than under the previous au 
thority is needed since Column 2 rates of duty are low or nou-existent in some 
cases, particularly in the case of specific rates (duties assessed on a unit of 
quantity, e.g., cents per pound rather than on value). Specific rates were based 
on 1930 prices and have declined in incidence as a result of price increases over 
the years.

The authority to increase tariffs would not be used to raise tariffs across-the- 
board. Any duty increase requires the agreement of our trading partners and the 
acceptance of a greater inflationary impact on the domestic economy. This au 
thority is required, however, for use in special circumstances, for example, if 
tariff relationships in a particular product sector warrant the harmonization of 
duties among major countries involving tariff increases as well as decreases.

The upper limits on tariff increases would not apply where other types of trade 
barriers are converted to fixed tariffs pursuant to trade agreements on non- 
tariff barriers. In these cases no limit is necessary because the maximum per 
mitted is the level, which converts nontariff trade measures to rates of duty 
affording substantially equivalent levels of protection. Section 101 authority 
cannot be used to convert nontariff 'barriers to tariffs under the veto procedure of 
section 102. This can be accomplished solely under section 102(g).

Where an increase, decrease, continuation, or imposition of a rate of duty 
requires the subdivision of an existing classification, such subdivision is author 
ized under section 101. The same authority was available under the Trade Expan 
sion Act.

The Trade Expansion Act of 1962 authorized tariff reductions of up to 50 
percent below then existing duty levels, with several very significant exceptions. 
The limitation did not apply to rates of duty of 5 'percent or below, to trade 
agreements with the European Community on agricultural products, or to cetrain 
tropical agricultural and forestry products. Duties could be eliminated in these 
cases. In addition, the Act authorized the elimination of duties on products for 
which the United States and the European Community, of which the United 
Kingdom was then expected to be a mem'ber, accounted for at least 80 percent of 
world trade.

Consequently, the tariff-cutting authority provided under section 101 is not 
overly extensive in comparison with the substantial authorities granted under 
the Trade Expansion Act, particularly given the fact that overall tariff levels 
were about 50 percent higher prior to the Kennedy Round of trade negotiations 
than they are today. Present United States tariff levels on dutiable industrial 
goods average only about 8 percent.1 Furthermore, substantial 'bargaining lever 
age is necessary for the United States to obtain meaningful reductions in the 
discriminatory aspects of preferential trading arrangements and in the com 
petitive disadvantage to United States exports resulting from tariff elimination 
within the expanded membership and association agreements of the European 
Community.

The tariff authority in H.R. 10710 provides the flexibility necessary to permit 
•the use of various types of negotiating techniques such as those discussed in the 
pre-negotiating preparations of the GATT and the OECD. These methods include 
tariff reductions by a fixed percentage across-the-board, various forms of tariffi 
harmonization among countries overall or on particular products, item-by-ite:ni 
negotiations, a sector approach encompassing all trade restrictions applied to a 
particular product category, or a combination of these techniques.

Section 101 could be used to reduce tariffs where United States import barj"iers 
are impeding inflows of essential materials in short supply. The concession by

i Comparable averages for our major trading partners as a result of reductions in the 
Kennedy Round are about 8 percent for the European Community, H percent for JaPan > 
and 14 percent for Canada.
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foreign countries in return could be in the form, for example, of a commitment 
to maintain supplies or not to impede their exportation.

The exercise of the tariff authority is subject to a number of limitations and 
procedural requirements. First, while higher-level tariffs can be reduced by larger 
percentages than lower-tariff tariffs, duties above 25 percent cannot be reduced 
below a level of 10 percent ad valorem. This floor guarantees affected domestic 
industries a minimum level of tariff protection roughly comparable to present 
average duty levels on all industrial products.

In addition, the staging provisions of section 103 require the phasing in of 
total tariff reductions by no more than 3 percent ad valorem per year or by fif 
teen equal annual installments, whichever is greater. For example, total 
reductions in tariff levels up to 25 percent ad valorem (maximum reductions of 
15 percentage points) could be completed within five years. Minimal reductions 
of 10 percent or less of an existing duty (e.g., a reduction from 50 percent to 45 
percent ad valorem) are exempt from the staging requirements. The purpose of 
small percentage point annual tariff reductions under the staging provisions is to 
provide a reasonable period for adjustment by domestic producers and workers 
to ̂ increases in import competition.

Products subject to import relief or national security actions would be ex 
empted from tariff reductions, as required under section 128. In addition, negotia 
tions will be preceded by a number of procedural requirements. Tariff Commis 
sion advice, public hearings, liaison and consultations with the private sector 
(required under sections 131-135), and the participation of Congressional ad 
visers in the negotiations (provided under section 161) assure that the broadest 
possible range of domestic and international interests will be taken fully into 
account in the exercise of the negotiating authority.

Sufficient guidance in defining and reviewing United States economic interests 
should be provided under these procedures to enable the use of the authority 
under section 101 to lower United States tariff barriers. The benefits from re 
ducing our tariffs are not only the expanded trade opportunities abroad granted 
in return, but also the greater supply and choice of products, employment oppor 
tunities, and more efficient production generated at home through increased trade..
2. Trade barriers other than tariffs (section 102)

Section 102 of H.R. 10710 provides for the first time an explicit Congressional' 
mandate for the President to negotiate and enter into agreements with foreign 
countries for the reduction or removal of nontariff barriers and other trade- 
distorting measures.

The provisions of this section fulfill a two-fold objective. First, a specific- 
mandate from the Congress to seek agreements which involve the overall re 
duction or removal of nontariff barriers provides greater assurance to foreign' 
countries that the United States is serious in its intention to seek solutions to 
nontariff barriers as a major aim of the multilateral trade negotiations. Second, 
a new Congressional veto mechanism (particularly applicable to cases in which 
nontariff barrier agreements will require modification or extension of domestic 
statutes and regulations) provides a solution to the complaint of our trading 
partners that United States negotiators lack credibility because of the Con 
stitutional division of authority between the Executive's role as negotiator 
and Congress' authority over foreign commerce. It enables prompt yes or no 
answers to the implementation of proposed trade agreements.

Section 102(a) contains a statement by the Congress that nontariff barriers 
and other trade-distorting measures are reducing the growth of foreign markets 
for United States exports, diminishing the intended mutual benefits of trade 
concessions, and preventing the development of open, nondiscriminatory inter 
national trade. The statement also urges the President to take all appropriate 
and feasible steps within his power to reduce or eliminate such barriers, in 
cluding the full exercise of United States rights under international agree 
ments. The President is also urged to use the authority granted him under sec 
tion 102(b) to enter into trade agreements with foreign countries during the 
next five yeara to reduce or remove existing nontariff barriers and other trade- 
distorting measurse.

Various types of nontariff barriers and other trade-distorting devices which 
could be covered by agreements under section 102 are contained in the GATT 
inventory of nontariff barriers and are illustrated in the background briefing 
materials on the Trade Reform Act published by the House Committee on 
Ways and Means. The inventory and the illustrative list, which was referred 
to frequently by the Committee during its consideration of the Act, includes
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•citations of various export-restraint measures, as well as export-stimulating 
measures such as subsidies, among other types of nontariffl barriers. The Ad 
ministration proposes an amendment to section 102(a) to make it explicit that 
the denial or limitation of access to supplies constitutes a nontariff barrier 
within the scope of the negotiating authority under section 102. This will 
.provide a clear Congressional endorsement of the negotiation of nontariff bar 
rier agreements on supply access.

Section 102(b) refers to "existing barriers to (or other distortions of) inter 
national trade". With respect to tariffs, a country is free to raise or impose 
duties to any level at any time unless the rate of duty or the duty-free treat 
ment is "bound." The absence of a "binding" acts as a barrier to trade and is 
a valid subject for a trade agreement. The absence of any obligation by a coun 
try to refrain from imposing nontariff barriers or other trade-distorting de 
vices in the future can similarly constitute a barrier to trade. Consequently, 
the Administration proposes an amendment to section 102(b) (1) to make it 
explicit that section 102 includes authority to enter into agreements which 
involve an obligation to refrain from imposing nontariff barriers or other trade-
•distorting measures where none Dresentlr exist.

In order to induce countries to enter into nontariff barrier agreements, it may 
be necessary to apply the benefits of a nontariff barrier agreement only to
.signatories. There is little incentive for other countries to become signatories 
if they can receive all the benefits without incurring any of the obligations, 
merely by failing to adhere to the obligations themselves. Some nontariff barrier

.agreements by their very nature would not be capable of being applied to all 
countries. Consequently, the Administration proposes an amendment to section 
102(1) to clarfy that benefits under nontariff barrier agreements may be applied, 
solely to signatory countries, if desired.

An agreement under section 102 could involve the direct reduction or elimi 
nation of the nontariff barrier itself. Alternatively, an agreement could involve 
the conversion of a United States nontariff barrier to a rate of duty affording a

.substantially equivalent level of protection. Such an agreement could also in 
clude the reduction of elimination under section 102 of that portion of the 
resulting tariff which represents the conversion of the nontariff barrier. The 
limitations of section 101 would not apply to the tariff resulting from conver-

.sion, thereby making the treatment comparable to the reduction or removal 
of nontarff barriers without conversion.

An agreement under section 102 cannot provide, however, for the reduction 
or removal of the rate of duty existing prior to conversion. Section 101 may be 
used for this purpose, subject to the limitations under that section and to

.staging. In addition, Congress must be specifically advised of any intention to 
reduce these duties at the time the nontariff barrier agreement is submitted 
under the veto procedure.

Given the great variety and complexity of nontariff barriers and other trade- 
distorting measures, their embodiment in domestic legislation in all countries 
and their varying impact on trade, there is no single negotiating approach to 
their solution. Nor is it possible to predict in advance the various types of 
nontariff barrier agreements wftiich may be entered into or the domestic 
statutes and regulations which they may affect. Consequently, the Trade Reform

.Act cannot provide a single appropriate method in advance for implementing 
such agreements.

Section 102 does stipulate, however, certain procedural requirements which 
must be followed in the implementation of nontariff barrier agreements entered 
into under the Act and provides a Congressional veto mechanism as an alternative 
to existing methods fof implementation. The President is to consult with the 
House Committee on Ways and Means and the Senate Committee on Finance as a

• first step in connection with the negotiation of any nontariff barrier agreement 
under section 102. It is the Administration's understanding that the main purpose 
of the consultations is to determine the ways in which such an agreement would 
affect domestic statutes or regulations and consequently, whether further Con 
gressional action is required of appropriate before the agreement can have domes 
tic effect.

It is the intention only to affect those portions of the law through nontariff bar 
rier agreements which have an impact on trade. It is also intended to keep to a 
minimum the changes in existing law that would be necessary under the veto 

. procedure. If the President implements a trade agreement where his Constitu- 
: tional authority of authority delegated by the Congress was an insufficient basis 
1 for such action, there are two remedies which are traditional in our system of
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government. Either of the other two branches of the Federal Government can 
overturn his action—the judiciary by declaring the action null and void, and the 
Congress by enacting subsequent legislation. This latter course is open to the Con 
gress whether or not the President's action exceeds his powers.

The Act preserves the traditional methods available for implementing non- 
tariff barrier agreements: (1) Submission of the agreement to the Senate as a 
treaty; (2) negotiation of an agreement on an ad referendum basis and its sub 
mission to the Congress for approval through implementing legislation; and (3) 
the Constitutional or existing statutory authority of the President to negotiate 
and implement agreements in the limited number of cases which do not require 
additional legislation. The prior consultations with the Congress could indicate 
that one of these existing methods is sufficient or preferable to the use of the 
Congressional veto procedure.

The new optional Congressional veto procedure is particularly designed for 
and applicable to implementing nontarifl barrier agreements which prior con 
sultations with the appropriate Congressional committees determine will affect 
domestic statutes or regulations. It may also be used when further Congressional 
action is appropriate even though not required.

The nontariff barriers and other trade-distorting measures listed in the GrATT 
inventory could be the subject of agreements implemented under the Congres 
sional veto procedure. The veto procedure could be used to implement agree 
ments with respect to both practices which currently burden or restrict trade and 
the obligation not to impose barriers or other trade-distorting devices in the 
future.

It is expected that agreements relating to the American Selling Price and the 
Final List methods of customs valuation, for example, would be subject to the 
Congressional veto procedure. This procedure could also be used to implement 
an agreement involving elimination of the wine gallon/proof gallon basis of 
assessing duties and taxes and agreements on subsidies and countervailing duties, 
for example. As noted in the Committee on Ways and Means report assurances 
have been given by the Administration that adoption of a new overall system of 
customs valuation or of the Brussels Tariff Nomenclature would be the subject 
of affirmative Congressional approval through the legislative process.

The Congressional veto mechanism consists of three steps which must be 
followed within the time limits specified for any agreement submitted under the 
procedure to be implemented, and for any necessary or appropriate proclamations 
or orders to take effect.

1. The President must give both Houses of Congress at least 90 days advance 
notice of his intention to enter into a nontariff barrier agreement, and must 
publish the notice in the Federal Register. The purpose of the advance notice is 
to ensure consultation between the Executive branch and appropriate Congres 
sional committees on the subject matter of the agreement. It also affords the 
Congress an opportunity to hold hearings and to influence the content and form 
of the agreement before it is concluded, if it wishes.

2. After entering into the agreement, the President must submit a copy of the 
agreement and of any proclamations and orders to both Houses of Congress. He 
must also submit an explanation of how the proclamations and orders affect 
existing law, and a statement of why the agreement serves United States in 
terests and why each proclamation and order is necessary or appropriate to 
implement the agreement.

If the agreement involves conversion of a nontariff barrier to a fixed tariff, a 
copy of the Tariff Commission advice as to converted rates of duty which afford 
substantially equivalent levels of protection must also be submitted on or before 
submission of the nontariff barrier agreement. In addition, if reduction in the 
Column 1 rate of duty existing on the articles prior to the conversion are pro 
posed, have been agreed to, or have taken place under section 101, a statement of 
these section 101 reductions must also be submitted on or before submission of 
the nontariff barrier agreement. The duty reductions under section 101 may take 
place earlier, simultaneously with, or later than submission of the agreement 
under section 102. As a result of these procedures, the Congress will have full 
and complete information on all proposed tariff modifications on the article before 
it considers a nontariff barrier agreement. These provisions also ensure that 
further tariff changes on the article cannot take place subsequent to Congres 
sional consideration of a nontariff barrier agreement under the veto procedure 
without its advance knowledge.

3. The nontariff barrier agreement and the proclamations and orders enter 
into force only if within 90 days after their submission neither House of
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Congress disapproves the agreement by a majority of those present and voting. 
If either House disapproves the agreement, it may be resubmitted to the Con 
gress with new proclamations or orders without the first requirement of a 
90-day minimum advance consultation period.

Sections 151 and 152 outline the detailed Congressional disapproval pro 
cedures. These sections are similar to provisions in the Reorganization Act 
of 1949. Sections 151 and 152 would be enacted by the Congress as part of 
the rules of the House of Representatives and the Senate with respect to 
resolutions of disapproval. One of the requirements under section 151 is the 
referral of disapproval resolutions relating to nontariff barrier agreements 
under section 102 to the committee or committees in the House and Senate 
having jurisdiction over the subject matters covered by the proclamations and 
orders submitted with the agreement.

The veto procedure meets two objectives. First, it provides a mechanism 
whereby the Congress can play a continuing and important role in shaping 
the agreement through close consultation with the Executive branch before 
the agreement is concluded and through subsequent oversight and review. Sec 
ond, it increases the ability of the President to negotiate agreements in the 
nontariff barrier field by expediting and clarifying the procedures for implemen 
tation. Foreign governments have expressed little interest in negotiating future 
agreements unless there is a reasonable degree of assurance that such agree 
ments once negotiated will in fact be implemented by the United States and 
that uncertainties inherent in the present implementation process can be reduced.

Section 102(c) stipulates that a principal United States negotiating objective 
with respect to trade agreements on non-tariff barriers is to attain competitive 
opportunities for our exports in developed country markets equivalent to those 
accorded imports of like or similar products in our market for agricultural prod 
ucts and for product sectors of manufacturing, taking into account all trade 
barriers (including tariffs) affecting that sector. Negotiations on nontariff bar 
riers under section 102 are to be conducted on a product sector basis to the 
extent feasible and to the maximum extent appropriate to achieve this objective 
and the broader objectives under section 2 of the Act.

While agriculture would be one sector, it is intended that equivalent market 
access also be sought for .major agricultural products. Industrial products sec 
tors would be as broad in scope' as appropriate to accomplish the negotiating 
objectives. They would be defined by the Special Representative for Trade 
Negotiations with the Secretaries of Commerce or Agriculture, and in consulta 
tion with the Advisory Committee for Trade Negotiations established under sec 
tion 135 and interested private organizations. The President must include a sec 
tor-by-sector analysis of the extent to which equivalent competitive opportuni 
ties have been achieved, in his statement accompanying the transmittal of each 
trade agreement to the Congress after it comes into force (a transmittal required 
by section 162 (a)).

Limiting the negotiations too closely to a sector basis could cause damage to 
the overall goals of the Trade Reform Act (section 2) and of the trade negotia 
tion. We assume that section 102(c) of the House bill is not intended to have 
this result, but we would like to state some possible difficulties we foresee by way 
of explaining the concern that exists concerning section 102 (c)

Nontariff barriers differ greatly both in form and in their impact on trade 
from sector to sector. Furthermore, many nontariff harries apply to a number of 
different products or to many or all product sectors. Consequently, the possibility 
of arriving at mutually beneficial sector agreements will be the exception rather 
than the rule. Tradeoffs of concessions between product sectors, including between 
agriculture and industry, are necessary to maximize negotiating results for all 
sectors.

Continuing work in the GATT and the OEOD on possible solutions to non- 
tariffs barriers has demonstrated that agreements on the practices themselves. 
such as international codes or guidelines, are more likely to be the appropriate 
approach and more acceptable to governments than separate sector agreements 
when a nontariff barrier applies to more than one sector. Across-the-board solu 
tions would usually be considered self-balancing. Since without international 
agreement there are few limitations on current and future use of nontariff bar 
riers to trade an overall solution has an unlimited an nonquantifiable trade value 
to all parties bound by that solution .

An approach tilted too strongly toward sector negotiations could result in 
least common denominator results in the negotiations. To conduct negotiations 
on all products on a sector basis, as opposed to sector negotations, as a com-
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plementary approach in certain areas, risks each participant selecting only 
those areas of export interest to them for concessions, while maintaining existing 
"barriers in more import snesitive sectors. Increasing pressure on balance-of- 
trade positions as a result of the energy crisis and raw material supply shortages 
enhances this risk.

United States negotiators should not be expected to expend negotiating lever 
age or to make trade concessions to obtain equivalent market access abroad in 
product sectors for which the United States does not have an actual or potential 
export interest in the short or long term. Otherwise, there is the likelihood of not 
obtaining foreign concessions in other product areas which are of greater value 
to United States trading-interests.

Flexibility in the choice of techniques for conducting the negotiations in both 
tariff and nontariff barriers is essential, therefore, for maximum achievement of 
the negotiating objectives and to provide the bargaining leverage necessary to 
obtain foreign concessions in areas of significant United States export potential. 
A sector approach may well be most appropriate at least as a complementary 
technique in certain product areas, particularly those in which major trading 
countries have similar trade liberalization objectives. The specific product areas 
in which this approach is most appropriate could be determined through the 
Advisory committee mechanism established under section 135.

There is some ambiguity in the provisions of section 102(c) as presently drafted 
which we would hope to see changed in the Senate. Our understanding of an 
-appropriate interpretation of this language as it now stands, however, is as 
follows:

1. A principal goal, but not the only principal goal of the Trade Reform Act and 
the trade negotiations is the "sector-equivalence" requirement defined in section 
102(c) (1). The goals of section 2 of the bill are also principal goals, however. 
"Equivalence" is to be measured by looking at all the products in a sector to 
gether, and judging the overall competitive opportunities within that sector, 
not on a product-by-product basis. Equivalent competitive opportunities, however, 
do not necessarily signify equal or identical treatment in all countries on all 
products within a sector. Different levels and types of barriers may be equal 
in their trade restrictiveness or the same levels or types of barriers may afford 
different degrees of protection.

2. Broad discretion to define sectors is granted to the Special Representative 
ifor Trade Negotiations and the Secretaries of Commerce or Agriculture as ap 
propriate, following consultation with public advisory committees.

3. The sector-equivalence objective of section 102(c) (1) along with the ob 
jectives expressed in section 2 of the Act, are to guide the negotiators in selecting 
negotiating techniques, but the provisions of section 102 (c) are not intended to 
limit the negotiators to product sector negotiations if sector negotiations are not 
well-suited to achievement of the objectives.

4. The requirement of section 102(c) that nontariff barrier negotiations be 
conducted on a sector basis "To the maximum extent appropriate . . ." and 
"to the extent feasible . . ." is not intended to prevent opening the negotiations 
.on an across-the-board basis. Negotiating techniques could include linear tariff 
negotiations and generic nontariff barrier negotiations on barriers that apply to 
many sectors, such as government procurement, standards, subsidies.

5. We understand that the determinations of appropriateness and feasibility 
are to be made by the United States negotiators. This interpretation is necessary 
to avoid the danger of negotiating arguments being advanced by foreign govern 
ments on the basis of their interpretations of United States laws.

6. Section 102(c) is not a "sector-reciprocity" measure which would require 
equal reductions of barriers within a sector, but is a "sector-equivalence" meas 
ure looking to the status of market opportunities that would prevail at the 
end of the implementation of the whole negotiation. Specifically, as was explicitly 
recognized in the House Committee on Ways and Means report, "negotiations 
may take place across sectoral lines with tradeoffs of concessions between sec 
tors, including between agriculture and industry. . ."

7. It is recognized that there will be cases where achievement of "equivalence" 
within a sector would "cost too much" in terms of concessions which the United 
;States would 'have to grant, in relation to other better export opportunities which 
the United States could obtain with that portion of its "bargaining power." In 
such cases United States negotiators would make their decision on the basis of 
the broader purposes of the Act.

The Administration, which will be chaTged with the responsibility for ntigotiat- 
jng under the authorities of the Trade Reform Act, would like the opport%ity to
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make some suggestions regarding section 102 (c), so as to avoid conflict between 
achieving the goal under section 102(c) and maximizing the achievement of the 
goals in section 2 and -to prevent it being a negotiating tool in the hands of foreign 
government negotiators against the United 'States. For example, dropping para 
graph 2 of section 102(c) is a change that would help avoid some of the problems 
of this section. We are prepared to discuss this and other proposals with the

B. OTHEB AUTHORITIES TO MANAGE TEADE AGREEMENTS POLICY 
(SECTIONS 121-128)

Chapter 2 of Title I contains various provisions related to the management 
of trade agreements policy. Some relate to modifications of trade barriers under 
certain circumstances and subject to specific limitations. Other provisions relate 
to reform of existing international trading rules and practices. Some are new 
provisions to provide more explicit and flexible authority to deal with economic 
problems which are broader in scope than strictly trade matters. Others are 
implicit in existing law but should be clarified and made more explicit. Finally, 
some of these authorities enable more efficient and effective '"housekeeping" in 
the day-to-day operation of the trade agreements program.
1. Revision of the GATT (section 1%1)

Section 121 recognizes the need for reform of some existing international 
trading principles and practices and for ithe addition of new rules in some areas 
where they are presently inadequate in order to bring the world trading system 
and institutions up to date and into conformity with present-day circumstances. 
The section directs the President to seek certain revisions of the GATT to 
strengthen it as the basis for the international trading system. In particular, the 
President is directed to take action as soon as practicable to obtain:

1. Revision of the GATT decision-making machinery to more nearly 
reflect the balance of economic interests;

2. Revision of GATT Article XIX into a truly international safeguard 
mechanism;

3. Extension of the coverage of the GATT Articles to trade practices 
which presently are covered inadequately or not covered at all;

4. Development of international fair labor standards and procedures to 
enforce them in the GATT;

5. Revision of the GATT Articles on the treatment of border adjustments 
of internal taxes to ensure their trade neutrality; and

6. Specific recognition in the GATT Articles of import surcharges as the 
preferred means to handle balance-of-payments deficits when import re 
straint measures are required.

As indicated in the Committee on Ways and Means report on H.R. 10710, 
some of these proposed changes may take time to attain and others may prove 
extremely difficult to negotiate. Some, in fact, may be impossible to negotiate 
without a bargaining cost to the United States which would be exorbitant.

Section 122(a), as presently stated, is directed in most cases toward revision 
of individual Articles of the GATT. In many cases, methods other than formal 
amendments to the GATT Articles, such as supplementary agreements, protocols, 
or cords, either in conjunction with or separate from the GATT, may be a more 

practical and acceptable means of change internationally and would accomplish 
the same objectives. Amending the GATT is often difficult and requires con 
currence by many nations which do not have an interest in the particular measure.

If an international agreement must take a particular form, for example the 
revision of a GATT Article itself, foreign countries may use this as a pretext 
to refrain from entering into agreements which are in the best interests of the 
United States but which may not fulfill the Congressional directive in every 
particular. A detailed directive can also pose difficulties if an international 
agreement could be reached but it is not in a form that is consistent with the best interests of the United States.

Consequently, the Administration proposes an amendment of section 121 (a), 
fn? provides a negotiating mandate from the Congress with respect to reform 

01 the international trading system which allows greater flexibility in the 
means for achieving the stated goals. The amendment includes each of the six 
objectives contain^ in the current version of section 121 (a). The Administra 
tion also suggests an amendment to add a seventh objective which focuses 
attention on the need for more adequate international rules and procedures to aeal with problems of supply access and supply shortages.

30-229—74—j,t. 1———19
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Section 121 also authorizes an annual appropriation of funds to cover the 
United States share of the expenses of the GATT organization. The United 
States adhered to the GATT in 1947 by executive agreement under the authority 
of the Tariff Act of 1930, Section 350, as amended. The United States' contri 
bution to the GATT budget has been funded under a residual-category appro 
priation to the Department of State for international activities for which no 
provision has been made for United States participation by treaty, convention, 
or special Act of Congress.

Section 121(b) would place United States participation in the GATT on a 
normal basis and would enable the Department of State to request funds from 
the Congress for this purpose under its appropriation for contributions to inter 
national organizations. The United States assessed contribution for GATT ex 
penses was only 15.45 percent or $1.1 million in 1973 as compared to 25 percent 
or $7.5 million for the QECD, for example. The contribution is relatively small in 
view of the importance of the functions and work under the GATT organization.
2. Balance-of-payments (section 122)

Section 122 provides more explicit authority and criteria than stated under 
present law to apply trade measures temporarily as one means to help deal with 
serious and fundamental international balance-of-payments problems.

A major United States objective in the current negotiations for international 
monetary reform is to achieve a more effective adjustment process. This process 
should avoid the emergence of large and persistent payments imbalances expe 
rienced in the past and reduce the likelihood that trade measures would he used 
for balance-of-payments purposes. Should the need arise, however, the United 
States should have the tools available, including temporary use of trade measures 
if necessary, to achieve and maintain international payments equilibrium. More 
explicit authority to take action in the trade field for this purpose may in itself 
encourage the development of a more effective international adjustment 
mechanism.

Use of the Trade Expansion Act and prior trade agreements legislation for the 
imposition of a surcharge is limited to a maximum of the Column 2 rate of duty 
for each commodity, thereby effectively precluding uniform application. There is 
no satisfactory authority to reduce trade restrictions in a balance-of-payments 
surplus situation. It would also be difficult under present law for the United 
States to participate effectively in an international cooperative effort to facilitate 
world payments equilibrium through the use of import restraints.

In August, 1971 the President utilized the authority under the Trade Expan 
sion Act to terminate partially prior trade agreement proclamations as the basis 
for imposing an import surcharge. No specific standards exist under that author 
ity to govern the action taken. There was no fixed statutory ceiling on the amount 
of the import surcharge which could have been imposed uniformly on all com 
modities or a limit on the time it could have remained in effect.

Section 122 of the Trade Reform Act remedies these types of defects and sped- 
fies strict standards and limits on the President's discretion in exercising the 
authority. It authorizes the President to impose a temporary import surcharge 
of no more than 15 percent ad valorem or temporary import quotas to deal with 
the following specific balance-of-payments deficit situations:

1. 1. A "large and serious" United States balance-of-payments deficit, 
which is substantial over a period of time and likely to continue in the ab 
sence of correction action;

2. To prevent an "imminent and significant" depreciation of the dollar in 
foreign exchange markets, but not to alter long-term trends in foreign ex 
change rate; or

3. To cooperate with other countries in correcting an international balance- 
of-payments disequilibrium, when allowed or recommended by the Interna 
tional Monetary Fund (IMF).

Any action is limited to a period of 150 days unless extended by Act of 
Congress.

The section reflects the conviction that price-based measures such as import 
surcharges are clearly preferable to quantitative limitations for balance-of- 
payments purposes. It permits the use of quotas only if they are a legitimate 
measure to deal with balance-of-payments problems under the international 
trade or monetary agreements to which the United States is a party. This does 
not, under the current GATT provisions, require GATT approval prior to the 
use of quotas for balance-of-payments purposes.
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Quotas may be imposed only to the extent that the fundamental imbalance 
cannot be dealt with effectively by an import surcharge. Quotas cannot roll 
back imports to level,s below those in the most recent representative period, as 
determined by the President. Since the quotas are for balance-of-payments pur 
poses rather than for altering trends in import growth, any increase in the 
domestic consumption of the article since the end of the representative period 
must also be taken into account in setting the quota level.

While explicit GATT rules envisage only the use of quotas for balance-of- 
payments purposes, surcharges have been preferred in practice and have 
gained de facto acceptance through their use by a number of countries. Section 
122 expresses the sense of Congress that the President should seek modifications 
in international agreements to allow and govern the use of surcharges in lieu 
of quotas as a balance-of-payments adjustment measure.

Quotas must be applied on a most-favored-nation basis and aim at a distri 
bution of trade approaching that which foreign countries might expect in the 
absence of quotas. Import surcharges, however, may be applied on a selective 
basis against only one or more countries having large or persistent balance-of- 
payments surpluses, provided the President determines that the purposes of 
section 121 would be best served by such action. The aim is to create incentives 
and pressures on surplus countries which have disproportionate reserve gains and 
persistently refuse to take effective adjustment action. However, the President 
must impose surcharges in conformity with new international rules for the re 
form of balance-of-payments adjustment procedures when and if they take effect. 

It is important that the Administraton not be effectively proscribed from using 
the balance-of-payments authority itself because the impact on a country or group 
of countries would be unacceptably harsh. There should be authority to exempt a 
country or group of countries whose trade with the United States may represent 
a sizeable proportion of their international trade. It has al,so been widely recog 
nized that it may be desirable to exempt developing countries from such 
measures. The Committee of Twenty of the IMF reportedly has agreed that 
developing countries would be exempt wherever possible from trade and capital 
controls imposed by other countries. Recently-terminated United Stntes capital 
controls programs had provided, where possible, special dispensation for the 
developing countries.

The Administration therefore believes that the President should have discre 
tion to exempt a country or group of countries from a surcharge if he deter 
mines that such exemption is necessary to avert a serious adverse economic 
impact on such country or group of countries. The Administration proposes 
the amendment of section 122(c) (2) to permit application of import surcharges 
on a non-MFN basis in order to exempt certain countries, pending the entry 
into force of new international rules regarding the application of surcharges.

Import-restricting actions for balance-of-payments purposes must apply uni 
formly to a broad range of imports. Exceptions may be made to meet the needs 
of the United States economy, for example, to ensure availability of domestic 
supplies at reasonable prices, the importation of necessary raw materials, and 
to avoid serious dislocations in the supply of imported goods. Consequently, 
the exceptions to the application of import surcharges and quotas explicitly 
include items in domestic short supply and .items on which the United States 
depends for its supply on foreign countries.

Exceptions may also be made when application would be unnecessary or 
ineffective (such as on goods in transit), or for imports under binding con 
tracts which would only result in higher domestic prices. The imposition of or 
exception to import restricting actions cannot, however, be for the purpose 
of protecting domestic industries from import competition.

Section 122 also authorizes the President to reduce tariffs temporarily by 
not more than 5 percent ad valorem and/or to reduce or suspend import quotas 
temporarily to deal with the following specific balance-of-payments surplus 
situations:

1. A "large and persistent" United States balance-of-payments surplus) 
which is substantial over a period of time and is likely to continue in the 
absence of corrective measures; or

2. To prevent a "significant" appreciation of the dollar in foreign 
exchange markets.

Any import-liberalizing action for balance-of-payments purposes is limited 
to a maximum period of 150 days unless extended by Act of Congress. The 
reduction or suspension of tariffs or quotas cannot apply to imports of articles 
on which the President determines such action would cause or contribute to
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material injury to firms and workers in the domestic industry or would impair 
the national security. Articles subject to import relief or national security 
actions are also excluded, as required under section 128.
3. Inflation restraint (section 123)

Section 123 recognizes that the reduction or suspension of trade restrictions 
can provide an effective and flexible tool to help assure the availability of 
sufficient supplies to meet domestic demand at reasonable prices. At the present 
time, the President does not have the authority to suspend import barriers as a 
means to help curb inflationary pressures, although he does have authority 
in certain circumstances to suspend certain quotas.

Section 123 provides the President authority to proclaim for a period of 150 
days a temporary reduction or suspension of duties and a temporary increase 
in the level of imports under quota on any article or groups of articles in inade 
quate supply to meet domestic demand at reasonable prices during a period of 
sustained or rapid price increases. The exercise of this authority is carefully 
circumscribed by a number of specific limitations:

1. Any action is limited to a maximum duration of 150 days unless extended 
by Act of Congress.

2. Actions at any one time cannot apply to more than 30 percent of the 
estimated value of total United States imports.

3. Articles will be excluded from such action if, in the President's judg 
ment, it would cause or contribute to material injury to the firms or workers 
in the domestic industry, impair the national security, or be otherwise con 
trary to the national interest. Articles subject to actions under section 22 
of the Agricultural Adjustment Act must be exempted. Actions also cannot 
apply to articles which are subject to import relief or national security 
actions, as required under section 128.

4. An article cannot be subject to more than one such action within one 
year.

5. The President must promptly notify both Houses of Congress of his 
action and the reasons for it.

These limitations on Presidential discretion are designed to provide effective 
safeguards against abuse of the authority and to ensure that it is not used to 
the detriment of individual segments of the economy.

Section 123 is the principal authority in the Trade Reform Act specifically 
addressed to problems of short supply in the United States. It covers suspen 
sions of duties and other import barriers on articles for which there are short 
ages manifested by price increases. Even if price controls prevent price increases 
from occurring, the statutory criteria for use of the authority could still be met 
if there is inadequate supply at the controlled reasonable price level.

The Administration proposes two amendments of section 123 to make the 
authority more fully responsive to short supply situations in the United States 
and to change the focus of the section from general inflation to short supply. 
The Administration is also interested in discussing other proposals for improve 
ment in this area.

A short supply situation may occur where antidumping or countervailing 
duties are applied. The first amendment provides authority in these cases to 
reduce temporarily or suspend these additional duties as well as the normal 
rate of duty. More time is necessary to evaluate the effect of the suspension of 
duties or the increase of imports under a quota before action by the Congress 
to preserve the duty suspension or quota liberalization. The second amendment 
provides for maximum period of one year for maintaining an action prior to 
obtaining legislation, rather than 150 days, in order to provide much better 
information on which to evaluate experience under the action.
Jf. "Compensation" Agreements (section 124)

Under GATT Article XIX a country which increases duties which have been 
bound in the GATT against increase or which imposes other import restric 
tions as an import relief measure is required to consult with foreign countries 
having an export interest in the articles involved. They may request the country 
taking the action to offer new concessions on other articles as "compensation" to 
replace and offset those withdrawn by an equivalent amount in order to restore 
the general level of concessions. If "compensation" is not forthcoming or if it is 
judged inadequate and a negotiated settlement is not reached, the countries 
adversely affected have the right to restore the balance of concessions through 
retaliatory action by increasing or imposing new barriers of an equivalent 
amount on the country's exports.
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Section 124 provides the President permanent authority to offer "compensa 
tion", as needed to offset increases in United States tariffs or other import 
restrictions imposed as import relief measures under section 203 and to avoid 
offsetting actions gy foreign countries, which could be far less advantageous to 
the United States. Section 126, on the other hand, provides the United States 
permanent authority for "self-compensation" when foreign countries do not pro 
vide adequate "compensation" to the United States when they withdraw conces 
sions.

Authority in the past to reduce duties for "compensation" purposes has been 
included in the general negotiating authority. The President has lacked such 
authority since the expiration of section 201 of the Trade Expansion Act on 
June 30, 1967. The authority to grant "compensation" should be unlimited in its 
time frame. It should be coextensive with the permanent authority to impose 
import relief measures under sections 201-203 which give rise to international 
obligations to pay "compensation."

Under section 124 the President has discretionary authority to enter into 
trade agreements providing for reductions in duties or for the continuation of 
existing duties or duty-free treatment to the extent he determines necessary or 
appropriate as "compensation" to maintain the general level of concessions. The 
President would provide foreign countries having an export interest in the prod 
uct affected by the import relief action an opoprtunity to consult with respect to 
concessions which might be granted as "compensation," to the extent required 
by international obligations.

Exercise of the authority is subject to several limitations:
1. Duty reductions are limited to no more than 30 percent below the exist 

ing rate of duty.
2. The pre-uegotiation procedures under sections 131-134 apply.
3. Articles subject to import relief or national security actions are 

exempted (as required under section 128) from use as items on which "com 
pensation" would be granted.

4. The authority applies only to import relief actions taken under section 
203.

5. The authority can only be used following the expiration of the five- 
yesir basic tariff authority under section 101, which may be used during that 
period for "compensation" purposes.

5. Supplemental tariff agreements (section 125)
The purpose of section 125 is to provide the President temporary authority to 

enter into and implement trade agreements of limited scope with foreign coun 
tries following expiration of the basic tariff authority under section 101. The 
authority would authorize small agreements; for example to remove tariff 
dicrepancies or anomalies in two-way trade of an article which often become 
apparent only after the results of a major trade negotiation come into operation. 
There may also be opportunities following the major negotiations for the reduc 
tion of a limited number of tariff rates in return for foreign concessions advan 
tageous to United States exports.

Use of the authority is subject to several strict limitations:
1. It is operative only during the two-year period immediately following 

the expiration of the tariff authority under section 101.
2. Tariff reductions are limited to a maximum of 20 percent below the 

existing rate of duty, and the increase or decrease in any duty cannot be 
more than to a rate authorized through maximum use of the authority under 
section 101. For example, a duty of 20 percent ad valorem, which has been 
reduced to 10 percent in the major trade negotiations, could not be reduced 
below 8 percent under section 125.

3. Duty reductions or the continuation of duty-free treatment under sup 
plemental agreements entered into in any one-year period cannot apply to 
more than two percent of the total value of United States imports during 
the most recent 12-month period for which statistics are available.

4. Use of the authority is subject to the pre-negotiation procedures of 
sections 131-134.

5. Articles subject to Import relief or national security actions are auto 
matically exempt, as required under section 128.

As under section 101, the conditions for exercising the authority permit the 
reduction of import barriers which unduly burden and restrict trade, such as 
imports of articles in short supply.
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6. Withdrawal or suspension of trade agreement concessions; termination of 
agreements (section 126)

Section 126 is designed basically as a "housekeeping" provision to grant the 
President explicit authority to exercise United States rights and obligations 
under trade agreements and to enable management of the trade agreements 
program in an effective and efficient manner.

The authorities under section 126 are four-fold : (1) continuation of the tradi 
tional requirement in previous trade legislation that every trade agreement be 
subject to termination or withdrawal at the end of a specified period; (2) domes 
tic legal authority to terminate proclamations, partially or fully; (3) specific 

. domestic legal authority to implement the withdrawal or suspension of trade 
agreement concessions in exercising United States international rights and 
obligations; and (4) explicit authority to prevent the application of prior rates 
of fluty after a termination of all or part of a trade agreement.

Traditional withdrawal or termination requirement.—Every trade agreement 
entered into under the Trade Reform Act must be subject to withdrawal or 
termination in whole or in part upon due notice at the end of a period specified 
in the agreement. This period cannot be more than three years after the agree 
ment goes into effect. This provision under section 126(a) is traditional in 
previous trade legislation.

Domestic legal authority.—In order to implement domestically the withdrawal 
or suspension of trade agreement concessions internationally, the President may 
terminate partially or fully the proclamation implementing that trade agree 
ment, thereby restoring partially or fully the prior proclaimed rates or the 
statutory rates. In addition, he may utilize section 126(c) to increase existing 
rates of duty up to any level from existing rates to a maximum of the greater 
of (1) 50 percent above the Column 2 rate or (2) to 20 percent ad valorem 
above the rate existing on July 1, 1973, to the extent such action is consistent 
with United States international obligations and with the purposes of the Act. 
These limits are identical to those contained in section 101 (the tariff authority). 
The President must provide for public hearings before taking any action to 
terminate a trade agreement under section 126(b) or to withdraw or suspend 
trade agreement concessions under section 126(c).

The requested authority would permit the partial withdrawal of concessions, 
that is, intermediate rates may be established between those presently in ex 
istence and the Column 2 rates. It would further permit the termination of 
concessions to be for a limited period of time, that is, for a suspension of the agree 
ment rates, following which duties could be returned to prior concession levels. 

Partial withdrawal or suspension would also authorize the President to carve 
out any item from a concession and to increase the duty on the article or articles 
so carved out. This procedure has been used in the past to minimize the impact 
on non^offending countries of withdrawal or suspension of a concession on a most- 
favored-nation basis, pursuant to United States rights under GATT Article 
XXVIII.

Action to withdraw or suspend trade agreement concessions under section 
126(c) could be useful in several cases. The principal and most frequent case is 
in the exercise of the right under GATT rules to make offsetting withdrawals to 
restore the general balance of concessions if another coimtry withdraws conces 
sions but does not provide adequate compensation. The right of "self-compensa 
tion" may occur if a foreign country does not offer satisfactory compensation, for 
example when it renegotiates a trade agreement under GATT Article XXVIII, 
increases restrictions as an import relief measure under Article XIX, or with 
draws concessions incident to the formation of a new customs union under 
Article XXIV. If such actions adversely affect United States exports, the 
United States could respond on a most-favored-nation basis under the authority 
of section 126 by increasing tariffs on imports from the foreign country for the 
time and in the amount necessary or appropriate to the exercise of United States 
rights under the agreement, for example in an amount which would restore 
the balance of concessions under the trade agreement.

A second case in the right of the United States to initiate a unilateral with 
drawal of concessions under the renegotiation rights of GATT Article XXVIII. 
Tor example, the United States exercised this right to modify concessions in order 
to establish a tariff-rate quota on stainless steel flatware in 1971, relying partially 
on the termination authority in the Trade Expansion Act for domestic authority. 

A third case, which has not yet occurred, would be a multilateral withdrawal 
or suspension, of concessions. For example, the contracting parties could authorize 
collective action under GATT Article XXIII to offset trade measures of a
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try which damage the trade of third countries, as a means of obtaining its com 
pliance with international rules.

The President does not have explicit and sufficiently flexible authority at -the 
present time to exercise fully United States rights in these types of situations. 
The section clarifies and makes more explicit the more general authority under 
section 255(b) and section 201(a)(2) of the Trade Expansion Act which has 
been used for such actions in the past.

Section 126(c) does not contain independent authority to decrease tariffs. 
Its use is limited to the exercise of United States rights and obligations under 
trade agreements. Section 126 is implementation authority for the purpose of 
exercising these rights and obligations as contrasted with section 301, which is 
domestic authority that is independent of an international right to act in response 
to foreign unfair practices. Action under section 126 must also be consistent with 
United States international obligations, whereas these obligations have only 
to be considered under section 301. The purpose of section 126 is to provide 
additional flexibility and more explicit authority than under present law to enable 
the United States to protect its trading interests as fully as foreign countries can 
under GATT procedures.

Authorization to prevent "spring 6«cfc."—Section 126(d) provides explicit 
authorization to deal with tariff changes following the termination of a trade 
agreement by the United States or by a foreign country.

Existing authority does not specifically provide for maintaining current rates 
of duty resulting from trade agreement concessions in lieu of a "spring back" 
to statutory rates or other pre-existing rates if a trade agreement is terminated 
in whole or in part.

Section 126(d) permits the continuation of the trade agreement rates of duty 
for one year following the termination of the agreement, unless the President 
decides to restore the pre-agreement rates. Within 60 days after the termina 
tion, the President must submit to the Congress recommendations for maintain 
ing or modifying the rates of duty on the articles involved in the termination. 
If the Congress does not act within the one-year period, the rates would "spring 
back" to pre-agreement levels.

The purpose of this provision is to prevent a serious shock to the national 
economy which could result if tariffs were required to "spring back" to 1930 
rates of duty in the absence of any trade agreements. It enables concession rates 
to be maintained on the basis of de facto mutual benefit. The prevention of "spring 
back" provides time for possible renegotiation of the terminated agreement and 
enables Congressional review and possible action in light of the new situation.
7. Nondiscriminatory treatment (section 127)

Section 127 requires that duties, other import restrictions, and duty-free treat 
ment proclaimed to carry out any trade agreement under Title I of the Trade 
Reform Act must be applied on a nondiscriminatory (most-favored-nation) 
basis, unless another provision of law specifies to the contrary. The term "other 
import restrictions" is defined under section 601 as including "a limitation, pro 
hibition, charge, and exaction other than duty, imposed on importation or im 
posed for the regulation of importation." The term does not include orderly mar 
keting agreements. The Administration interprets this definition as referring to 
measures imposed at the border for the purpose of restricting imports. For ex 
ample, automobile emission standards or health and safety regulations have an 
effect on trade but are imposed for environmental and social reasons rather than 
to restrict imports. Consequently, these types of measures would not be covered 
by the definition.

Section 127 is virtually identical to section 251 of the Trade Expansion Act. 
The principle is consistent with United States international obligations under the 
GATT and is the basis for efforts by the United States to achieve an open and 
nondiscriminatory world trading system.

Specific exceptions to requirement for most-favored-nation treatment under 
the Trade Reform Act include: (1) discretionary authority under section 122 to 
impose an import surcharge against one or more countries having large or per 
sistent balance-of-payments surpluses; (2) application of retaliatory action un 
der section 301 against an unreasonable but not unjustifiable foreign trade prac 
tice only to imports from the offending foreign country, and discretionary 
authority to act only against offending countries in the case of unjustifiable 
acts; (3) nonapplication of most-favored-nation treatment to countries wbich 
do not currently receive or qualify for such treatment under Title IV; (4) dis 
cretionary authority to apply import relief measures under the market dis-
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ruption provisions of Title IV only to imports from a country or countries granted 
uondiscriminatory treatment under that Title; and (5) application of generalized 
tariff preferences only to developing countries designated as beneficiaries under 
Title V.
8. Reservation of articles from negotiations (section 128 )

Section 128 requires that the President exempt any article from any reduction 
or elimination of duty or other import restriction under the Trade Reform Act 
when (1) he determines such action would threaten to impair the national 
security; or (2) an import relief action under section 203 of this Act or section 
351 of the Trade Expansion Act, or a national security action under section 232 
of the Trade Expansion Act is in effect. He may also reserve from trade nego 
tiations any other article he determines appropriate after taking into consider 
ation the information and advice supplied under the prenegotiation procedures 
of section 131-134.

This provision is similar to section 225 of the Trade Expansion Act. It would 
permit the exemption of articles from tariff reductions if short supply situations 
could be alleviated over the long-term by encouraging less dependence on im 
ported raw materials.

.Section 232 of the Trade Expansion Act will remain in effect. It authorizes the 
President to restrict imports of an article which threaten or impair the national 
security. Under section 128 the President must report any actions taken under 
section 232 and the reasons for them to the Congress within 60 days. He must 
also submit an annual report to the Congress on the operation of section 232.

The Administration proposes an amendment to permit broad nontariff barrier 
agreements to cover an article subject to import relief or national security ac 
tions when a nontariff barrier agreement is not inconsistent with those actions, 
for example, an agreement on standards or customs documentation. Duties or 
other import restrictions imposed as national security or import relief measures 
or normal Column 1 duties existing on such articles could not be reduced pur 
suant to the international agreement.

C. PRENEGOTIATION PROCEDURES CONGRESSIONAL LIAISON AND REPORTS 
(SECTIONS 131-163)

Title I also contains provisions to ensure that the authorities contained in the 
Title are exercised in the overall national interest. The procedural requirements 
are of three basic types :

,1. Obtaining advice and information from the Tariff Commission prior to 
negotiations ;

2. Obtaining advice and information from appropriate Executive branch 
Departments, through public hearings, and through a new mechanism for 
liaison with the private sector; and

3. Congressional participation in the negotiations and submission of re 
ports by the President to the Congress for its oversight and review of the 
trade agreements program.

The pre-negotiation requirements to obtain information and advice from the 
Tariff Commission and from the Executive branch Departments and to hold 
public hearings apply, in either mandatory or optional form, to (1) tariff agree 
ments under section 101; (2) nontariff barrier agreements under section 102; 
(3) compensation agreements under section 124; (4) supplemental tariff agree 
ments under section 125 ; and (5) the eligibility of articles to receive generalized 
tariff preferences under Title V. The mechanism for liaison with the private 
sector applies to the negotiation of trade agreements only under sections 101 
and 102.
/. Tariff Commission advice (section 131)

Section 131 is similar to section 221 of the Trade Expansion Act. It requires 
the President ,to publish and furnish the Tariff Commission lists of articles 
which may be considered for duty elimination, reduction, imposition, or increase, 
or for the continuation of existing duty or duty-free treatment. The Tariff 
Commission must then advise the President within six months of the Probable 
economic effect of duty modifications on the domestic industry producing a like 
or directly competitive article and on consumers. The advice may also include 
the Tariff Commission's judgment as to whether a duty reduction should be 
staged over longer than the minimum period authorized under section 103.
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The Tariff Commission must also make other investigations and reports 
requested by the President, including advice as to the probable economic effects 
on the domestic industry and purchasers and on domestic supplies and prices 
of modifying or eliminating a nontariff barriers or other trade-distorting meas 
ure under section 102. The advice would include a determination by the Tariff 
Commission of rates of duty affording substantially equivalent protection in 
cases where conversion of a nontariff barrier to a tariff is contemplated under 
section 102.

Section 131 enumerates a number of economic factors which the Tariff Com 
mission must investigate and analyze to the extent practicable in preparing 
its advice. This advice should include the alleviation of domestic short supply 
situations. The Commission must also hold public hearings during the course 
of the investigation.

The Administration proposes an amendment to section 131 (b) to reduce the 
time from six months to 60 days within which the Tariff Commission must give 
advice to the President with respect to items subject to compensation agreements 
under section 124, or supplemental agreements under section 125. While six 
months is necessary for the Tariff Commission to give advice with respect to 
the lengthy list of articles which is typical of section 101 agreements, 60 days 
should provide sufficient time for advice on the limited coverage agreements 
under sections 124 and 125.
2. Department advice (section 132)

The President must seek information and advice under section 132 from the 
Departments of Agriculture, Commerce, Defense, Interior, Labor, State, and 
Treasury, from the Special Representative for Trade Negotiations, and from 
other appropriate sources before he enters into a trade agreement. This provi 
sion is similar to section 222 of the Trade Expansion Act. The information and 
advice would relate, for example, to increasing access to supplies through 
lowering of trade barriers.
S. Public hearings (section 1SS)

Section 133 requires the President to designate an agency or interagency 
committee to hold public hearings on matters relevant to a proposed trade 
agreement. The purpose of the hearings is to obtain information and views 
with respect to duty modifications on any article on the list submitted to the 
Tariff Commission for its advice under section 131, articles which should be 
so listed, or trade concessions which should be sought from foreign countries.

This provision is similar to Section 233 of the Trade Expansion Act. Its pur 
pose is to make a full range of views and information available to the Execu 
tive branch on the possible impact of United States concessions on domestic 
economic interests and of the market access and supply problems on which 
negotiating attention should be focused in seeking concessions from foreign 
countries of greatest value to United States trading interests.
4. Prerequisite for offers (section 134 )

Section 134 stipulates that the President must receive the advice of the Tariff 
Commission under section 131 (provided it is supplied within the specified six- 
month period) and a summary of the public hearings under section 133 before 
he makes any offer to eliminate, reduce, increase, or impose duties or to con 
tinue existing duty or duty-free treatment in the negotiation of a trade agree 
ment.

This provision is similar to section 224 of the Trade Expansion Act. Its pur 
pose is to ensure that the information and advice obtained from the Tariff Com 
mission and from the public hearings is taken into account prior to the offer 
of tariff concessions.
5. Advice from the private sector (section 135)

'Section 135 establishes for the first time a formal institutional framework 
to ensure a two-way liaison between the Government and the private sector 
with respect to the multilateral trade negotiations, consisting of: (1) A inecli- 
anism for the Executive Branch to obtain information and advice from repre 
sentatives of private interests with respect to United States negotiating objec 
tives and bargaining positions prior to entry into a tariff or nontariff barrier 
agreement; and (2) consultative procedures for the Executive branch to re 
ceive advice and provide representatives of the private sector information on 
significant developments and issues and overall negotiating objectives and posi 
tions prior to and during the course of negotiations.
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Section 135 explicitly creates a mechanism consisting of an Advisory Commit 
tee for Trade Negotiations and of individual industry, agriculture, or labor ad 
visory committees representative of particular product sectors as the President 
determines necessary for trade negotiations. The President must also provide 
adequate opportunity on a continuing and timely basis for other private orga 
nizations and groups to provide information and recommendations pertinent 
to trade negotiations on an informal basis.

The Office of the Special Representative for Trade Negotiations will appoint 
a Director of Government Liaison witih industry, agriculture, and labor for 
trade negotiations whose responsibility it will be to carry out establishment and 
continuing operation of the formal advisory structure. He will also become the 
focal point for all private sector contacts of an informal nature with the Office 
of the Special Representative for Trade Negotiations.

The Advisory Committee will provide overall policy advice on any trade agree 
ment under section 101 or 102. It will consist of no more than 45 individuals 
representing Government, labor, industry, agriculture, consumer interests, and 
the general public. Its purpose is to provide negotiators with a balanced view 
based on a broad range of interests of what United States objectives should 
be in the multilateral trade negotiations. The Committee will be chaired by 
the Special Representative for Trade Negotiations. The members will be ap 
pointed by the President, for a two-year period, subject to reappointment for 
one or more periods.

The sector advisory committees will be established by the President on his own 
initiative or at the request of organizations within the sector as he determines 
necessary. They are to be representative of all industry, labor, or agricultural 
interests within the sector to the extent practicable. They will be organized by 
the Special Representative for Trade Negotiations and the Secretaries of Com 
merce, Labor, or Agriculture on the basis of consultations with interested private 
organizations, taking into account patterns of international competition and trade 
barriers affecting such competition. The committees must necessarily be limited 
to a reasonable number and size, and the products covered by each should be 
reasonably related.

The purpose of the sector advisory committees is to provide policy and tech 
nical advice and information with respect to particular domestic and foreign 
products, and advice to the Executive Branch on other issues relevant to United 
States positions prior to and during trade negotiations. These committees should 
be particularly helpful in providing information as to concessions which should 
be sought as having the greatest potential for expanding United States export 
opportunities. The Special Trade Representative must adopt procedures to 
consult with the advisory committees to obtain their information and advice, and 
to provide them with timely information on significant issues and developments 
during the negotiations and on United States and foreign overall negotiating 
objectives and positions.

The Special Trade Representative is not bound by the advice or recommenda 
tions of the advisory committees since ihe is responsible for conducting the nego 
tiations on the basis of the overall national interest. He must inform the com 
mittees at an appropriate time, however, if their advice or recommendations have 
not been accepted. The report to the Congress by the President under section 163 
must also cover the consultations, the issues involved, and the reasons for not 
accepting advice or recommendations, if that is the case.

The provisions of the Federal Advisory Committee Act apply to the public 
Advisory Committee for Trade Negotiations. The provisions of that Act relating 
to open meetings, public notice, public participation, and public availability of 
documents do not apply, however, with respect to the sector advisory committees 
whenever disclosure of matters discussed in the meetings would seriously com 
promise negotiating objectives or bargaining positions. This exemption is designed 
to ensure an effective two-way liaison between the private sector and govern 
ment which cannot take place if negotiating objectives, tactics and strategy, as 
well as business confidential information is available to the public in open meet 
ings including the press and representatives of foreign governments.

In this regard, H.R. 10710 as passed by the House exempts the respective 
advisory committees except the overall public Advisory Committee from Section 
10(a) and 10 (b) of the Federal Advisory Committee Act. To avoid any question 
as to whether Section 11 of the same Act, which requires transcripts to be 
made available to the public at cost, might be interpreted to circumvent the 
purpose of the section 10(a) and 10(b) exemptions, the Administration requests
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that section 135(e) be amended by including a section 11 exemption of the meet 
ings of all of the respective industry, agriculture and labor advisory committees.

Section 135 requires by far the most extensive consultations with the private 
sector ever undertaken in preparation for trade negotiations. In fact, the Admin 
istration is going even farther than the section requires. In the case of industry, 
the Administration has created an Industry Policy Advisory Committee in addi 
tion to the required product sector committees. This committee, which will act as 
an overall advisory body representing the board interests of United States in 
dustry, is composed of about 20 industry policy-level individuals representative 
of a cross-section of industry. It will also be linked with the work of the product 
sector committees. For example, it will have the opportunity to review the sub 
stance of the reports of those sector committees, which will also be submitted 
directly to the United States negotiators. A summary of that review and other 
policy advice will be forwarded to the public Advisory Committee for Trade 
Negotiations.

The Administration believes this approach will more fully integrate the private 
sector into the negotiations and will provide a mechanism for reviewing the mass 
of work produced by the sector committees. This approach was adopted after 
extensive formal consultations (almost 30 industry sector meetings) with the 
private sector. A similar approach may be useful with agriculture and labor if the 
private interests in those sectors so desire. The Administration proposes an 
amendment to section 135(c) to include the flexibility to adopt this approach.
6. Congressional delegates to negotiations (section 161)

Under section 161, five members of the House Committee on Ways and Means 
and five members of the Senate Committee on Finance will be selected at the be 
ginning of each regular session of the Congress to be accredited as official advisors 
to the United States delegation to international conferences, meetings, and nego 
tiating sessions on trade agreements. The members will be selected by the Presi 
dent upon the recommendation of the Speaker of the House and the President of 
the Senate and may be reselected in order to provide some continuity if desired.

Section 161 is virtually identical to section 243 of the Trade Expansion Act, 
except that it expands the number of Congressional advisors from four to ten. It 
ensures on-the-spot Congressional oversight and participation in the multilateral 
trade negotiations.
7. Transmission of agreements to Congress (section 162)

Section 162 requires the President to transmit a copy of each trade agreement 
entered into under section 101 (tariff agreements), section 102 (nontariff bar 
rier agreements), section 124 (compensation agreements), or section 125 (sup 
plemental agreements) to both Houses of Congress as soon as practicable after 
the agreement has entered into force, if he has not already done so. The President 
must accompany the agreement with a report of his reasons for entering into the 
agreement, in light of the advice of the Tariff Commission under section 131 and 
other relevant considerations. A summary of the information will be sent to each 
member of the Congress.

This provision is similar to section 226 tif the Trade Expansion Act. It ensures 
the Congress of current information as to the content of trade agreements entered 
into by the United States.
8. Reports to the Congress (section 163)

Section 163 requires the President to submit an annual report to the Congress 
on various aspects of the trade agreements program and on the operation of the 
import relief and adjustment assistance provisions of the Trade Reform Act. The 
Tariff Commission must also submit a factual report to the Congress at least once 
a year on the operation of the trade agreements program. Section 163 is similar 
to section 402 of the Trade Expansion Act.

TITLE II—RELIEF FROM INJURY CAUSED BY IMPORT COMPETITION
Title II of the Trade Reform Act represents a major reform of present statutes 

and programs which provide temporary relief to domestic industries and firms 
and workers in order to facilitate their orderly adjustment to fair import com 
petition. The domestic safeguards under Title II are of two types: 1) Import 
relief measures for domestic industries seriously injured by increased imports; 
and 2) adjustment assistance payments and programs for groups of workers and 
for technical and financial assistance for individual firms.
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Many of the domestic criticisms of Administration trade policy are directed 
toward the inadequacies and inefficiencies of import relief and adjustment assist 
ance programs under present law. "Escape clause" procedures currently avail 
able under the Trade Expansion Act have been inadequate in some cases to 
fashion appropriate relief for individual industries seriously injured or threat 
ened with serious injury by increased import competition. Current procedures 
do not provide for the granting of relief in time to be of greatest benefit. Most 
of all, the eligibility criteria have been too stringent. In only three out of 26 
cases in which industries have petitioned the Tariff Commission for import 
relief under the Trade Expansion Act have a majority of the Commissioners 
found the qualification requirements met. In only six other cases the Commis 
sioners were equally divided on the question of serious injury due to increased 
imports.

The present "escape clause" provisions involve two causal requirements or 
"links." Most petitioners have failed to meet the requirement that increased 
imports result in major part from previous trade agreement concessions. It has 
been very difficult and often impossible to demonstrate a cause and effect rela 
tionship between increased imports and tariff reductions which may have taken 
place many years ago. Products causing injury now may not have been in exist 
ence when the concessions were made. Secondly, the requirement that increased 
imports be the "major" factor causing serious injury has imposed two difficult 
a test to provide sufficient access to relief for industries experiencing injury from 
import competition.

Consequently, pressures have increased on both the Congress and the Execu 
tive branch for special purpose legislation and ad hoc arrangements to deal with 
individual industry problems. Proposals have included those for legislation of 
automatic domestic safeguards to limit annual imports across-the-board on the 
basic arithmetic criteria. These types of measures have serious deficiencies and 
are not an appropriate approach to import relief. They would apply arbitrary 
formulas to the widely diverse circumstances and competitive pressures ex 
perienced by different industries, preclude the consideration of other economic 
factors which may be the actual cause of injury, lead to the inequities of 
windfall relief for industries which do not need it, and risk the rigid regulation 
of world trade. The result would toe to inhibit economic growth, and conse 
quently job opportunities, rather than to stimulate it.

A determination of whether an industry is experiencing or threatened by serious 
injury due to imports cannot be based solely on quantitative evidence. Qualitative 
factors must also be considered.

The eligibility criteria under the Trade Expansion Act for trade adjustment 
assistance for "workers have also been too stringent for the program to have a 
major impact in dealing with import-related unemployment. Between 1962 and 
late 1969 no workers were certified eligible by the Tariff Commission. Since 1969' 
only about 43,000 workers have been certified as eligible for assistance, of which 
only about 31,000 have actually received 'benefits. In cases where workers have 
been certified eligible, the effectiveness of the progam in achieving its primary 
gdial of rapid adjustment of workers to new employment has been limited by in 
herent delays in the procedural requirements. It has been impossible for most 
workers to qualify for and actually receive assistance in time to be of maximum 
benefit.

One of the major purposes of the Trade Keform Act is to correct these de 
ficiencies in the import relief and adjustment assistance programs. Title II pro 
vides (1) more realistic access criteria for import relief and adjustment assist 
ance; (2) more expeditious procedures to ensure provision of import relief and 
adjustment assistance in timely fashion ; (3) a greater variety of relief measures 
to fashion effective remedies suited to the particular circumstances of each case; 
and (4) more .adequate benefit payments and services for workers displaced by 
import competition.

Changes in present domestic safeguard programs under Title II are needed 
even in the absence of further trade expansion through use of the authorities 
under Title I. The benefits overall from increased trade have not been distributed 
equally among all segments of the domestic economy. While increased exports 
have expanded business and altered the mix of job opportunities, increased im 
port competition has caused job displacement and business losses in certain in 
dustries. Changes in competition resulting from the growth and changing com 
position of trade have not always provided sufficient time for workers and indus 
tries to adjust without undue hardship.
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Our national objectives in the trade field ,are to reduce trade barriers and 
thereby maximize the benefits through increased trade of income growth, more 
productive and efficient industries, a more rational mix of job opportunities, a 
wider consumer choice of products, and adequate supplies of essential materials. 
At the same time it is appropriate for the nation as a whole to share the economic 
costs of temporary assistance and relief measures to ease the burden of adjust 
ment and to support the economic and social well-being of particular segments of 
the economy when trade adjustment problems are the consequence of govern 
ment policies over which individual industries, firms and workers do not exercise 
control.

Import relief should be fashioned to minimize the costs to the overall economy 
of any import relief measures which may be required, but at the same time be 
sufficient to bring about the orderly adjustment of the particular industry and 
its firms and workers. The adjustment may consist of a transfer of productive 
resources to new and more efficient uses. Or the relief may enable ,a basically 
viable industry to take the measures necessary to become competitive again in 
the same line of activity.

Consistent with the adjustment purpose, relief should be granted only to the 
extent and for the period of time necessary to induce and aid adaptation to com 
petitive pressures. It should not be a means to insulate and shelter basically in 
efficient industries and firms behind preinanent trade barriers.

A. IMPOET BELIEF (SECTIONS 201-203)

Sections 201-203 contain fundamental revisions of the current "escape clause" 
provisions of the Trade Expansion Act in order to increase access to and expedite 
the provision of import relief to domestic industries. The major changes are:

1. Liberalization of existing criteria for determining import injury to a 
domestic industry. The eligibility criteria to qualify for import relief are liberal 
ized in two major ways: (a) The "causal link" requirement that increased im 
ports result in major part from pervious trade concessions is removed; and (b) in 
creased imports need only be a "substantial" cause rather than the "major" cause 
of actual or threatened serious injury. While there have been differences of 
opinion among individual Tariff Commissioners over the definition of "major" 
cause, "major" cause has been interpreted as a greater cause than all other 
causes combined. As stipulated on page 46 of the Committee on Ways and Means 
report on H.R. 10710, the new criteria of "substantial cause" means that "imports 
must constitute an important cause and be no less important than any other 
single cause."

2. Enumeration of certain of the factors to be taken into account by the Tariff 
Commission in determining the existence of serious injury, the threat of serious 
injury, and substantial cause. The statute also lists the considerations the 
President must take into account in his determination of whether and to what 
extent to provide import relief. These considerations include the effect of import 
relief on consumers, such as the price and availability of the imported article, 
and the effect on United States international economic interests.

3. An explicit order of preference for the form of relief the President should 
provide, and an expansion of the range of import remedies available. Relief 
measures include the suspension of the application of items 806.30 and 807.00 
of the Tariff Schedules of the United States (TSUS) and suspension of general 
ized tariff preferences granted under Title V.

4. Tighter time limits for the determination by the President whether to 
provide import relief and on the duration of relief, as well as the phasing out of 
such relief.
1. Tariff Corn-mission finding (section 201)

Section 201 of the Trade Reform Act sets forth the procedures and criteria to 
be followed by the Tariff Commission in its investigation and determination 
of whether a domestic industry qualifies for import relief.

A petitioner, the President, the Special Representative for Trade Negotiations, 
the House Ways and Means or Senate Finance Committee may request an 
investigation by the Tariff Commission, or the Commission may institute one 
on its own moti°n' to determine whether increased imports of an article are a 
substantial caus£ °t actual or threatened serious injury to the domestic industry 
producing a like or directly competitive article. As under present practice, the 
petitioner, such as a trade association, firm, union, or group of workers, must 
be representative °^ an industry. The petition must describe the specific purposes
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for which the relief is sought, such as to facilitate adjustment to new competi 
tive conditions.

Section 201 enumerates a number of factors which the Tariff Commission must 
investigate and take into account during the course of its investigation. The 
Tariff Commission must also take into account all the economic factors it con 
siders relevant in its judgment of whether the eligibility criteria of "serious 
injury," "threat of serious injury," and "substantial cause" are met. Conse 
quently, the factors enumerated in the statute are not exclusive criteria. The 
domestic industry would not automatically qualify for import relief by demon 
strating the presence of some or all of the factors listed.

Serious injury includes the significant idling of productive facilities in the 
industry, the inability of a signflcant number of firms to operate at a reasonable 
level of profit, and significant unemployment or underemployment in the indus 
try. These factors are similar to those under the Trade Expansion Act.

Threat of serious injury includes a decline in sales, a higher and growing 
inventory, and a downward trend in production, profits, wages, or employment, 
or increasing underemployment in the domestic industry. The existence of any 
of these factors would not be relevant to the threat of import injury if it re 
sults from conditions unrelated to imports. An industry may be in serious 
difficulties for a variety of reasons, such as changes in technology and in con 
sumer tastes, domestic competition from substitute products, plant obsoles 
cence, or poor management. Unless increased import competition is also a 
"substantial" cause, the injury would not be eligible for import relief.

The Committee on Ways and Means report on the Act stipulates on page 
47 that serious injury, although not yet existing, must be imminent for the 
threat of serious injury to exist. Consequently, it is the Administration's under 
standing that the Tariff Commission must determine whether the factors cited 
with respect to serious injury are imminent, as well as take into account all 
other economic factors it considers relevant. If serious injury is unlikely to 
occur soon, a threat of serious injury could not he found.

Substantial cause includes an increase in imports, either actual or relative 
•to domestic production, and a decline in the proportion of the domestic market 
supplied by domestic producers. The determination of "substantial cause" re 
quires that a dual test be met: Imports must be an important cause of the actual 
or threatened serious injury, and they must be no less important than any other 
single cause. For example, if imports were one of many factors of equal weight, 
they would meet the second test but it is unlikely they would be deemed an 
"important" cause. If there were any other cause more important than imports, 
then the second test of being "not less than any other cause" would not be met. 
If, for example, imports were one of only two causes of equal weight and there 
were no other factors, both tests would be met.

A determination of the existence or the threat of serious injury must he 
industry-wide in order for a domestic industry to qualify for import relief, 
not merely to certain firms or portions of the domestic industry. In determining 
what constitutes the "domestic industry," however, the Tariff Commission has 
discretion to treat only the domestic production of a producer which also im 
ports as part of the domestic industry.

The Tariff Commission may also "segment" a domestic producer of more 
than one article by treating only the portion or subdivision of the company 
which produces the like or directly competitive article as part of the domestic 
industry. If a company has several independent operating divsions, the Tariff 
Commission would presumably be concerned with the question of serious injury 
to the productive resources (employees, physical facilities, and capital, for 
example) of only the plants or divisions in which the article is produced, unless 
there were compelling reasons not to do so. These reasons could include 
adjustment possibilities within the company or insufficient information to sep 
arate the company's operations.

In the case of multiproduct plants or divisions within the industry where 
productive resources are devoted to more than one individual product, such as 
assembly line operations, the Tariff Commission would be concerned with the 
operating unit as a whole not merely with the specific product line in question. 
It would not find actual or threatened serious injury to that particular establish 
ment if it did not exist with respect to its operations as a whole. This approach is 
consistent with the adjustment purpose, which may be achieved by the shifting 
of productive resources from one individual product line to another within 
the plant or subdivision. In many cases accounting procedures do not pern^t sep-
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aration of the productive resources within the plant devoted to a particular 
product.

The Tariff Commission will also investigate and report to the President on 
the efforts made by the firms and workers in the industry to compete more ef 
fectively with imports to aid in his determination of whether to provide relief. 
If the Tariff Commission has reason during the course of its investigation to 
believe that increased imports are attributable in part to unfair foreign trade 
practices within the purview of the Antidumping Act, countervailing duty law, or 
section 337 of the Tariff Act of 1930, or other remedial provisions of law, it 
must promptly notify the appropriate agency so that action may be taken. This 
provision is designed to provide a remedy appropriate to the cause of the 
problem and to avoid owing compensation to foreign countries or inviting re 
taliation needlessly.

As under the Trade Expansion Act, the Tariff Commission must hold public 
hearings during the course of its investigation. It must complete the investigation 
and report the findings to the President within a maximum of six months after 
the filing of the petition or request for an investigation. If the determination is 
affirmative, the Tariff Commission will include a finding as to the amount of re 
lief it deems necessary to prevent or remedy the injury. The Tariff Commission 
must also publish the report (except for confidential information) and publish 
a summary in the Federal Register.
2. Presidential determination (section

Section 202 contains the time limits the President must meet and enumerates 
the factors he must take into account in determining whether to provide import 
relief following an affirmative finding or a tie vote from the Tariff Commission 
under section 201 of actual or threatened serious import injury to a domestic 
industry.

The President now has 60 days following an affirmative Tariff Commission "es 
cape clause" finding in which to make either a determination or to request sup 
plemental information from the Tariff Commission. The Tariff Commission has 
120 days in which to submit the supplemental report, following which the Presi 
dent has another 60 days to make his determination. There is no time limit for 
the President's determination in the case of a Tariff Commission tie vote.

.These time periods will be greatly shortened under the Trade Reform Act. 
The President will have 60 days to make a determination in the case of eitiier 
an affirmative finding or evenly divided Tariff Commission finding, or 45 days in 
which to request supplemental information. The Tariff Commission will have 30 
days (60 days if extensive information is required) to submit the supplemental 
report, and the President must make a decision within 30 days after that report. 
In other words, the maximum time for the Presidential determination will be 
reduced from 240 days to 135 days.

Section 202 lists various international and domestic factors which the Presi 
dent must take into account, in addition to other relevant considerations, in de 
termining whether and in what form to provide import relief. Presidential con 
sideration of these and other factors is to ensure that the decision is reached on 
the basis of the overall national interest.

Consistent with the purpose of providing relief, the President must consider 
the probable effectiveness of import relief as an adjustment measure and efforts 
by the industry itself to adjust to import competition. He must take into account 
whether imports are concentrated in a particular geographic area of the country, 
causing undue economic and social hardship to workers and communities in a 
particular location. He must also consider whether the United States constitutes 
a focal point for exports of the article due to restraints in third country markets.

The President must also consider whether import .relief will have a significant 
inflationary impact for consumers, which would require a consideration of avail 
ability of supplies. The possible adverse impact on other industries as a result of 
compensation which might be owed foreign countries in the form of tariff reduc 
tions on other products must be weighed, as well as the possible adverse impact 
on international economic interests if, for example, the compensation were 
judged inadequate and foreign countries retaliated against United States exports. 
Finally, the overall economic and social costs to taxpayers, communities, and 
workers of providing or not providing import relief must be considered.

In reaching his decision, the President must evaluate the extent to which ad 
justment assistance has been made or may be available to workers and firms in 
the industry. Following this evaluation he may direct the Secretaries of Labor
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and Commerce to give expeditious consideration to adjustment assistance peti 
tions. He may also decide to grant import relief. If the President decides not to 
provide import relief, toe must submit a report to both Houses of Congress of 
the considerations on which the decision was based. He must also submit a re 
port-to the Congress on any relief granted.
S. Form of import relief (section 203)

Section 203 expands the types of import relief measures available under cur 
rent law, stipulates their order of preference, and places time limits on the dura 
tion of relief.

The following order of priority is established on the methods of providing 
relief:

1. Increases in or the imposition of duties.—Duties may be increased up to 
50 percentage points ad valorem above the existing rate. Under the Trade Ex 
pansion Act rate increases are limited to no more than 50 percent above the 
Column 2 rate. Since Column 2 rates are low or not much higher than Column 1 
rates in some cases, duty increases do not always provide a sufficient form of 
relief under the present law.

Relief in the form of tariff increases is expanded to include suspension of the 
application of TSUS items 806.30 and 807.00 or the suspension of generalized 
tariff preferences granted on the article under Title V. Before these special rates 
may be suspended, however, the Tariff Commission must have determined in its 
section 201 investigation that the serious injury to the domestic industry resulted 
from the application of these provisions. Suspension would be on a most-favored- 
nation basis even though only one or two countries would be affected in most 
cases.

2. Tariff-rate quotas.—Imports may enter at existing rates of duty or at some 
other rate established under the tariff quota up to a certain quantitative level; 
over-quota imports enter at a higher duty. The same limitations apply as for duty 
increases.

3. Quantitative restrictions.—The quota cannot provide for a rollback of im 
ports of an article from their level during the most recent representative peri'od 
as determined by the President. The President must provide regulations for the 
efficient and fair administration of quotas and, to the extent practicable and con 
sistent with these standards, insure against inequitable .sharing of the quota 
amounts by a relatively small number of large importers.

4. Orderly marketing agreements.—As in the case of quotas, orderly marketing 
agreements cannot provide for a rollback of imports from their level during the 
most recent representative period as determined by the President. Regulations 
must insure against inequitable sharing of import levels to the extent prac 
ticable and consistent with efficient and fair administration.

The President may issue regulations to apply the restrictions under the agree 
ment to imports of the article from nonsignatory countries in order to carry out 
one or more agreements with countries accounting for a major part of United 
States imports of the article. There must be two or more bilateral agreements 
or one or more multilateral agreements covering a major part of United States 
imports before the restraints can be extended to non-participating countries. 
One agreement with one country, even if it covers a major part of total United 
States imports of the article, could not serve as a basis for imposing restraints 
on imports from other countries.

The quantitative test is changed from "a significant part of world trade" under 
section 352 of the Trade Expansion Act to "a major part of United States im 
ports". "World trade" is an ambiguous term which can be defined in several ways 
and is not directly relevant to United States action. The term "major" is not 
denned since it should not be limited to a specific quantitative amount. It is 
intended to constitute more than a significant portion.

5. Any combination of the above actions.—One of the major changes under 
section 203 from existing law is greater flexibility in the combination of relief 
measures which may be applied. Under section 352 of the Trade Expansion Act, 
the President may negotiate orderly marketing agreements "in lieu of" providing 
other forms of import relief. Under section 203 the "in lieu of" language is elimi 
nated and the President could, for example, proclaim tariff increases, tariff- 
quotas, or quotas while negotiating an orderly marketing agreement. Or the 
President could suspend the application of other relief measures during the 
course of the negotiation if he announces the intention to negotiate su^h an 
agreement within 15 days after his decision to provide relief. He may also suspend
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application of other import relief measures while an initial orderly marketing 
agreement is in effect. If the negotiations are unsuccessful in obtaining at least 
one agreement during the following 180 days, tlie initial proclamation of another 
form of relief must go into effect on or before the 180th day. Duty increases, 
tariff-quotas, or quotas must be applied on a most-favored-nation basis (with the 
exception of actions under section 405).

The President must grant import relief within 15 days after his determination 
under section 202 to provide relief unless he announces his intention during this 
15-day period to negotiate one or more orderly marketing agreements. The pur 
pose of the 15-day period is to provide sufficient time for preparation of the 
proclamation and other legal memoranda, and for their consideration by the 
President.

The President must exercise due diligence to notify those who may be adversely 
affected by import relief, and provide for a public hearing on the proposed method 
of relief before it goes into effect. Sixty days following a Tariff Commission 
finding is not sufficient time for the Executive branch to formulate an import 
relief proposal, to give reasonable notice of public hearings (often 30 days), to 
conduct the hearings, to take the information they produce into account, and 
for the President to make his final decision on the form of import relief. There 
fore, the Administration proposes amending section 202(b) to extend the time 
period by 30 days in cases of affirmative serious injury findings by the Tariff 
Commission under section 201, i.e., to provide 90 days (60 days in the case of a 
supplemental Tariff Commission report under section 202(d)) between the time 
of the finding and the President's decision .on the form of import relief. Alterna 
tively, the Administration would recommend the deletion of the public hearing 
and notice requirements under section 203 (g) because they duplicate Tariff 
Commission procedures under section 201.

The President must report to the Congress the import relief action he is taking 
and why he has chosen the particular form of import relief rather than relying 
on adjustment assistance. In addition, he must report the reasons for selecting 
a method of relief if it ranks lower in the order of preference.

The choice of quotas or orderly marketing agreements, third and fourth 
respectively in the order of priority, is subject to Congressional disapproval under 
the veto procedures of section 204. Under these procedures the President must 
submit promptly a copy of the import quota proclamation or the orderly market 
ing agreement plus the report of his reasons for this relief to both Houses of 
Congress. If a majority of those present and voting in either House adopt a dis 
approval resolution within 90 days after receiving these documents, then the 
quotas or orderly marketing agreement cannot go into effect. The President has 
15 days following the date of a disapproval resolution to provide import relief 
in the form of tariff increases or a tariff-rate quota.

The order of preference in the choice of import relief measures, the required 
evaluation of the availability of adjustment assistance, the public hearings on 
the proposed remedy, the report to the Congress on the reasons for choosing 
import relief rather than adjustment assistance, and the Congressional veto 
over the selection of quotas or orderly marketing agreements reflect the belief 
that the method of import relief should meet essentially two criteria: 1) It 
should be the remedy best suited to achieve the purpose of facilitating orderly 
adjustment to import competition under the particular circumstances of each 
case; and 2) it should at the same time incur as low a cost as possible to the 
domestic economy as a whole and to other individual segments of the domestic 
economy, such, as to other industries and the consumer. Consequently, adjustment 
assistance for workers and firms within the industry is the preference method. 
. If adjustment assistance is not sufficient to handle the problem, then tariff 
increases or tariff-rate quotas are the preferred methods of import relief 
since they pose the least risk of trade regulation, excessive protection, and wind 
fall profits to particular firms in the industry. If quotas or orderly marketing 
agreements are selected and not disapproved by Congress, they will be regulated 
in as equitable a manner as practicable and consistent with efficient and fair administration.

Section 203 imposes stricter time limits than the Trade Expansion Act on the 
? ,J°? of import relief. Present law provides for an initial four-year term 

of relief. Reiief may be extended for additional four-year periods following an 
investigation an«J advice by the Tariff Commission. Under the Trade Reform 
Act impo^ relief may be granted for an initial maximum period of five years. 
Any relief granted for more than three years must, to the extent feasible, be
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phased down beginning no latter than the third year. Belief may be extended for 
only one two-year period.

The President may reduce or terminate the relief at any time if he determines 
such action would be in the national interest. The decision must take into 
account the advice of the Tariff Commission, including public hearings during 
its investigation, and the advice of the Secretaries of Commerce and Labor. 
Two years must elapse following the expiration of any relief granted under 
section 203 before a new investigation of the same industry under section 201 can 
take place.

The Tariff Commission must keep developments in the industry under review 
while import relief is in effect, including progress and efforts by the industry 
to adjust to import competition. The Commission must report these developments 
to the President at his request. The annual report requirement under present law 
lias been burdensome and the data often do not change sufficiently to warrant 
such frequent investigations. It must also advice the President, upon his request 
or on its own motion, of the probable economic effect on the industry of reducing 
or terminating import relief.

The domestic industry may file a petition with the Tariff Commission between 
six and nine months prior to expiration of Llie initial period of relief requesting 
an extension of relief. The Commission must conduct an investigation, including 
public hearings, and advise the President on the probable economic effects on 
the industry of terminating the initial relief. The domestic industry cannot peti 
tion the Tariff Commission, however, with respect to the phasing down of relief.

The President may extend the relief if he determines it is in the national 
interest after taking into account the Tariff Commission advice and the con 
siderations under section 202. The extended relief cannot be greater than the 
level which was in effect immediately prior to the extension. For example, if 
a duty of 10 percent ad valorem was increased to 40 percent as import relief 
and phased down beginning in the third year to 20 percent ad valorem in the 
fifth year, then the extension of relief in the sixth and seventh years would be 
at the 20 percent level.

The purpose of these provisions is to provide incentives for the domestic 
industry to utilize effectively the period in which it receives relief to adjust 
to new competitive conditions. The time limits on the duration of relief and its 
phasing out are designed to emphasize that relief is only temporary in nature 
and is granted in order to provide a reasonable period for the industry to adjust 
to import competition.

B. ADJUSTMENT ASSISTANCE FOB WORKERS (SECTIONS 221-250)

The Trade Reform Act contains major changes in the adjustment assistance 
provisions under present law for workers and for firms. The purpose of these 
programs is to assist groups of workers and individual firms to adjust to 
increased competition when they are adversely affected by imports, whether or 
not the domestic industry as a whole is seriously injured by imports and there 
fore not qualified for import relief measures.

The adjustment assistance provisions for workers under Chapter 2 of Title II 
depart significantly from and in fact replace the current program under the 
Trade Expansion Act. The reforms are intended to correct the major deficiencies 
under present law and to create a viable assistance program through:

1. Liberalization of the criteria for workers to be certified as eligible to apply 
for adjustment assistance. The easier access requirements are similar to the 
changes in the eligibility criteria for import relief: (a) the requirement of a 
"causal link" between increased imports and previous trade agreement con 
cessions is eliminated; and (b) increased imports need only "contribute 
importantly" to rather than be the "major" cause of unemployment or under 
employment and of the decline in sales and/or production of the firm Or 
subdivision.

2. A streamlined petitioning process to expedite the consideration of petitions 
and to provide program benefits in time to be of maximum benefit. The con 
solidation of the entire worker adjustment assistance program in the Depart 
ment of Labor will eliminate the delays currently resulting from separate Tariff 
Commission and Labor Department investigations and determinations.

3. Increased benefit payments, and improvement of other adjustment S6rviCes 
and allowances to promote the rapid reemployment of workers.
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1. Eligibility requirements and procedures
A group of workers, their union, or another duly authorized representative may 

file a petition with the Secretary of Labor for certification of eligibility to apply 
for adjustment assistance. It is intended that a group of three or more workers 
in a firm may qualify as a petitioner. It is also intended that the filing require 
ments be minimal so that normally a petition will be considered filed upon 
receipt.

The Secretary of Labor must promptly publish a notice in the Federal Registel 
of having received the petition and having initiated an investigation. He 
must provide for a public hearing if requested by an interested party within 
10 days after the publication.

Within 60 days after the filing of the petition the Secretary of Labor must de 
termine whether the petitioning group meets the eligibility criteria and issue 
a certification of eligibility to apply for adjustment assistance if the requirements 
are met. A summary of the determination will be published promptly in the 
Federal Register. If the determination is affirmative, the Secretary would issue 
a certification and the summary would be of the certification.

The additional investigations and determinations by the Tariff Commission 
under section 302 of the Trade Expansion Act are eliminated. In normal cases 
it has taken about three months from filing of a petition to certification under 
present procedures. Even longer delays have resulted in the case of evenly 
divided Tariff Commission findings.

The Secretary of Labor must determine that all of the three criteria are met 
in order to certify a group of workers as eligible to apply for adjustment 
assistance:

1. A significant number or proportion of workers in the firm or Its subdivision 
have become or are threatened to become totally or partially separated. This 
criteria would be understood to be met if the total and/or partial separation in a 
firm or subdivision is equivalent to a total unemployment of five percent of the 
workers or 50 workers, whichever is less. Since many firms employ fewer than 
50 workers, there may be cases in which as few as three workers in a firm or 
subdivision constitute a significant number or proportion of the workers.

2. Sales and/or production of the firm or subdivision have decreased 
absolutely.

3. Increased imports (on an industry basis) of articles like or directly com 
petitive with those produced by the firm or subdivision contributed importantly 
to factors 1 and 2 above. The requirement under present law to show that 
increased imports resulted in major part from trade agreement concessions is 
eliminated.

The requirement that imports "contribute importantly" is far less a stringent 
criteria than the current requirement that imports constitute the "major" factor. 
It is also an easier standard to meet than the "substantial cause" test for import 
relief under section 201. "Substantial cause" involves a dual test, which includes 
the concept "important" but also requires that increased imports be no less than 
any other single cause. Under the adjustment assistance criteria imports must 
be more than a de minimus cause, but they may have contributed importantly 
even though less than another single cause.

It is the Administration's intention to use trade adjustment assistance when 
increased imports have been an important cause of the job displacement and 
loss of sales and/or production if, for example, another cause such as flood or 
fire were so dominant that the result would have been essentially the same 
irrespective of the importance of increased imports as a factor. It is not the 
intention of the Administration to provide adjustment assistance to workers 
whose unemployment or underemployment is clearly the result of normal sea 
sonal or cyclical factors, of shifts in technology, or of domestic competition. 
The regular unemployment insurance and manpower programs are designated to 
deal with these types of displacement problems.

The certification of eligibility to apply for adjustment assistance will specify 
the earliest date on which any part of the separations involving a significant 
number or proportion of workers began or threatened to begin (the "impact 
date"). The date on which they threaten to begin is when the separations could be 
reasonably predicted to be imminent. The certification is of continuing nature and 
covers workers totally or partially separated between the impact date and termi 
nation of the certification. The certification of eligibility cannot apply to any 
worker who was totally or partially separated more than one year before the date 
of the petition or more than six months before the new program under the Trade 
Reform Act goes into effect.
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The Secretary of Labor must terminate the certification whenever he deter 
mines the separations are no longer attributable to the conditions under the eligi 
bility criteria. A notice of the termination will be published in the Federal Reg 
ister. The termination will apply only to separations after the termination date. 
It will not affect the eligibility of workers separated 'before that date to apply for 
and receive assistance.

The Tariff Commission will notify promptly the Secretary of Labor when it 
begins an import relief investigation under section 201. The Secretary of Labor 
will then study the availability of adjustment assistance to workers in the 
domestic industry and the extent to which exising programs may facilitate worker 
adjustment to import competition. He will submit a report to the President within 
15 days after the Tariff Commission submits the report of its investigation under 
section 201. The Secretary will publish a summary of the report in the Federal 
Register. If the Tariff Commission finds serious injury to the domestic industry, 
the Secretary of Labor will, to the extent feasible, fully inform workers in the 
industry of adjustment programs and assist them in preparing and processing 
petitions and applications for program benefits.
2. Benefit payments

The qualification requirements for individual workers to receive adjustment 
assistance benefits will be easier to meet than under the present law. An indi 
vidual worker covered by a certification must file an application for benefit pay 
ments with a cooperating State agency. In order to qualify he must have been 
employed at wages of $30 or more per week, with a single adversely affected firm 
for at least 26 weeks of the 52 weeks immediately preceding his separation, or, if 
data with respect to weeks of employment are not available, equivalent amounts 
of employment computed under regulations by the Secretary of Labor.

His last total or partial separation prior to his application must have occurred 
on or after the "impact date", within two years after the certification was issued, 
and'before the termination date (if any) of the certification. Under present law 
the worker has to be employed at least 78 of the 156 weeks immediately preceding 
separation at wages of at least $15 a week, of which 26 of the immediately pre 
ceding 52 weeks has to be with one or more adversely-affected firms.

Weekly trade readjustment allowances are more liberal as compared to those 
under the Trade Expansion Act:

1974 1962
Trade Trade

Reform Expansion
Act Act

Basic benefits:
Percent of average weekly wage:

First 26 weeks............___............_________.....__... 70 65
Up to 26 additional weeks__._............._.................-....__ 65 65

Maximum weekly benefit based on average weekly manufacturing wage____—„ '100 2 65

' Estimate $170. 
2 Estimate $111.
Note: Benefits for workers over 60 years of age, 13 additional weeks. Benefits to complete training, up to 26 additional 

weeks.

The new program contains provisions similar in nature to those under the 
Trade Expansion Act to deduct worker earnings and unemployment insurance 
from trade readjustment allowance payments. The purpose of these provisions is 
to create incentives for workers to seek reemployment as soon as possible, for 
low and medium wage workers to supplement the readjustment allowance by 
part-time earnings, and to prevent workers earning high average weekly wages 
from continuing to receive adjustment assistance benefits.
3. Reemployment services and allowances

The Trade Reform Act places renewed emphasis on employment services, 
training, manpower programs, and relocation benefits. These provisions are 
designed to promote rapid reemployment of workers in jobs best suited to their 
present or potential skills.

The Secretary of Labor must make every reasonable effort to obtain counseling, 
testing, placement, and supportive and other services provided under any Fed 
eral 'law (or certified workers through State agencies, whenever appropriate.
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These supportive and other services will include to the extent provided in Fed 
eral law, services such as work orientation, basic education, communication skills, 
employment skills, minor health services, and other services necessary to prepare 
a displaced worker for full employment in accordance with his capabilities and 
employment opportunities.

The Secretary of Labor will provide or assure appropriate training through 
manpower programs if he determines that suitable employment is not available 
for a certified worker but would be available as a result of training. The pro 
grams will include training for technical and professional occupations.

The Secretary of Labor may authorize supplemental assistance payments to 
defray transportation and subsistence expenses if the training is not within the 
worker's commuting distance. These payments are limited to a maximum of 10 
cents per mile for transportation and $5 per day for subsistence. As under cur 
rent law, a worker will be disqualified from receiving any benefit payments dur 
ing any period of time that he refuses without good cause to accept or continue 
training or fails to make satisfactory progress in the training to which he has 
been referred.

Job search allowances are provided for the first time in the readjustment as 
sistance program. The purpose of the allowance is to encourage workers to seek 
employment as quickly as possible in other locations when none is available 
locally. A certified worker may file an application with the Secretary of Labor 
for a job search allowance, which reimburses the worker for 80 percent of his 
necessary job search expenses up to a maximum of $500. The worker may re 
ceive an allowance only if it is to assist in obtaining a job within the United 
States, suitable employment within his commuting area cannot be reasonably 
expected, and he files the application within one year after his last total separa 
tion prior to his application for trade adjustment assistance.

Assistance allowances for relocation within the United States will be more 
readily available than under current law to certified workers who file an applica 
tion with the Secretary of Labor. In order to qualify, the worker cannot be reason 
ably expected to obtain suitable employment within his commuting area, and he 
must have obtained suitable employment reasonably expected to be of long-term 
duration or have a bona fide offer of such employment. The worker will receive 
the relocation allowance only if he is entitled to a trade readjustment allowance 
for the week in which the application is filed. The relocation must also occur 
within a reasonable time after the filing of the application or the conclusion of 
training.

The new program liberalizes the present qualifications by deleting the head-of- 
household requirement. The allowances will be more readily available to single 
individuals who are more likely to be able to use them. Only one member of a 
family can receive an allowance for the same relocation. The allowance will con 
sist of 80 percent of the reasonable and necessary expenses of transporting the 
worker, his family, and household effects, plus a lump sum payment of three times 
the worker's average weekly wage up to a maximum of $500.
1>. Funding

Section 245 establishes a trust fund to finance the costs of the adjustment assist 
ance program, including the administrative costs of the Department of Labor and 
the cooperating States. Training and other services will be funded under other 
programs, including revenue-sharing arrangements. Annual appropriations to the 
trust fund are authorized out of the general fund of the Treasury attributable to 
customs collections. The estimated total first-year cost of the program is about 
$320 million.

It is noted that weekly trade adjustment allowances should be supplementary 
to unemployment insurance payments received by workers so that State trust 
funds bear the costs of unemployment insurance payments to which workers would 
be entitled anyway in the absence of a trade adjustment assistance program.

C. ADJUSTMENT ASSISTANCE FOR FIRMS (SECTIONS 251-264)

Chapter 3 of Title II continues in improved form, the provision of assistance to 
firms to facilitate their adjustment to changes in import competition. The revi 
sions of the present program are designed to simplify and expedite the considera 
tion of petitions for certification of eligibility and the delivery of more effective 
and timely assistance to qualified firms.

The major changes to the firm adjustment assistance program are:
1. Liberalization of the criteria under which firms may be certified eligible to
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apply for adjustment assistance. The new criteria (a) eliminate the "causal link" 
between increased imports and previous trade concessions; and (b) increased 
imports need only have "contributed importantly" to rather than constitute the 
"major" factor causing or threatening work separation and decreased sales and/or 
production of the firm.

2. Simplification of the procedural requirements to expedite the processing of 
petitions and applications and to enable the delivery of more timely and effective 
assistance. Responsibility for determining eligibility for assistance will be con 
solidated in the Department of Commerce, thereby eliminating the delays inherent 
in the separate investigations and determinations by the Tariff Commission under 
current law.

3. Emphasis on the provision of benefits to small and medium-sized enterprises 
which are the most likely firms to experience any adverse effects from increased 
import competition and be in need of adjustment assistance.
1. Eligibility requirements and procedures

A firm or its representative may file a petition for a certification of eligibility to 
apply for adjustment assistance with the Secretary of Commerce. He must 
promptly publish notice in the Federal Register of having received the petition 
and having initiated an investigation. The Secretary must provide a public hear 
ing if the petitioner or another interested party submits a request within 10 days 
after publication of a notice.

The Secretary of Commerce must then make a determination and issue a cer 
tification or denial of eligibility to apply within 60 days after the filing of the 
petition. Under current law, the normal time from the filing of the petition to a 
certification by the Secretary of Commerce has been three to four months, with 
significant longer delays in those cases where applications followed findings of 
injury to an industry or evenly divided Tariff Commission findings.

The eligibility criteria aie identical to those under the new worker adjustment 
assistance program:

1. A significant number or proportion of workers in the firm or subdivision have 
become or are threatened to become totally or partially separated ;

2. Sales and/or production of the firm or subdivision have decreased absolutely ; 
and

3. Increased imports of articles like or directly competitive with those produced 
by the firm or subdivision have contributed importantly to factors 1 and 2.

The requirement under present law that increased imports result in major part 
from previous trade agreement concessions is deleted. The requirement that in- 
creased imports "contribute importantly" to the actual or threatened separation 
of a significant number or proportion of workers in the firm and to the absolute 
decrease in the sales and/or production of the firm has the same meaning and 
interpretation as under worker adjustment assistance. The same contrast with the 
term "substantial cause" under the new import relief provisions also applies,

As in the case of worker adjustment assistance, it is the Administration's 
intention to use firm adjustment assistance when increased imports have been 
an important cause of the worker displacement and decline in sales and/or pro 
duction of the firm. Imports would not have "contributed importantly" to un 
employment or underemployment or the loss of sales and/or production if, for 
example, another cause were so dominant that the result would have been 
essentially the same irrespective of the importance of increased imports as a 
factor. It is not the Administration's intention to provide adjustment assistance 
to firms when their difficulties are clearly the result of normal seasonal or 
cyclical factors, of shifts in technology, or of domestic competition.

As under the Trade Expansion Act, a firm may file an application for ad 
justment assistance following certification of eligibility at any time within two 
years after the date of the certification. The firm must accompany the applica 
tion with a proposal for its economic adjustment. The Secretary of Commerce 
will approve the application and provide assistance only if he determines that 
the firm satisfies the following criteria:

1. The firm must have no reasonable access to financing through the private 
capital market. This requirement, which is similar to a provision under current 
law, is designed to orient the program to small and medium-sized firms, which 
are most likely to be in need of Government assistance. It also precludes a 
firm from obtaining Government funds if it can obtain all necessary financing 
from private sources at reasonable rates of interest. It does not preclude Gov 
ernment assistance if the firm is only able to obtain a portion of the needed 
funds from private sources.
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2. The firm's adjustment proposal must be reasonably calculated to contribute 
materially to its economic adjustment, give adequate consideration to the 
interests of the workers in the firm, and demonstrate that the firm will make 
all reasonable efforts to use its own resources for economic development These 
provisions are virtually identical to those under the Trade Expansion Act.

The Secretary of Commerce will terminate the certification of eligibility when 
ever he determines the firm no longer requires assistance. He must publish 
notice of the termination in the Federal Register.

The Secretary of Commerce, upon notification by the Tariff Commission that 
it has begun an import relief investigation under section 201, must conduct a 
study of the firms in the domestic industry which may be affected, their eligibility 
for adjustment assistance, and the extent to which existing programs may 
facilitate the orderly adjustment of firms to import competition. The study must 
be submitted to the President within 15 days following submission of the Tariff 
Commission report. This is similar to a requirement imposed on the Secretary of 
Labor under the new worker adjustment assistance provisions.

If the Tariff Commission makes an affirmative injury finding under section 
201, the Secretary of Commerce must, to the extent feasible, fully inform firms 
in the industry of available programs to facilitate their orderly adjustment. He 
must also assist them in preparing and processing petitions and applications for 
program benefits. As under the worker program, the purpose of these provisions 
is to anticipate trade-impact problems in advance as much as possible rather than 
merely to react to them after the fact, and to make firms and workers aware 
of available adjustment programs and benefits.
2. Adjustment assistance benefits

Adjustment assistance to qualified firms consists of technical and/or financial 
assistance. Technical assistance may consist of assistance to the firm in develop 
ing viable economic adjustment proposal and/or assistance in the implementation 
of the proposal. It will be furnished through existing agencies and through 
private individuals, firms, and institutions. Firms are expected to share the cost 
of technical assistance to the extent possible and, in any event, the Government 
cannot bear more than 75 percent of the total cost of assistance from nongov 
ernment sources. If a firm cannot afford to pay any of the costs, the Government 
may extend the total amount if there is adequate provision to ensure repayment 
of at least 25 percent of the total.

Financial assistance may take the form of direct loans or guarantees of loans 
as the Secretary of Commerce judges will materially contribute to the eco 
nomic adjustment of the firm. Financial assistance can be provided only for the 
purposes of (1) acquiring, constructing, installing, modernizing, developing, 
converting, or expanding land, plant, buildings, equipment, or facilities; or (2) 
to supply working capital necessary to enable the firm to implement its adjust 
ment proposal.

Since working capital is the most frequent problem encountered by adversely- 
affected firms, the new provisions remove the requirement under current law 
that financial assistance be supplied for working capital only in exceptional cases 
following a determination by the Secretary of Commerce. The requirement that 
funds not be available from the firm's own resources and that there be reason 
able assurance of repayment of the loan are similar to present criteria.

The total amount of direct loans outstanding to any individual firm at any 
time cannot exceed a maximum of $1 million. Direct loans cannot be provided 
to the extent that the firm can obtain loan funds, with or without a guarantee, 
from private sources at a rate of interest up to the maximum permissible in the 
case of loans to small businesses guaranteed bv the Small Business Adminis 
tration (SBA).

Currently, section 255(b) states that the rate of interest on direct loans shall 
<?e the prevailing rate authorized for loans to small businesses by the SBA. The 
kBA has several rates for direct loans. One is 5.5 percent, another is 5 percent, 
ar"d yet another is 3 percent. Still others are formula rates of interest, i.e. cost 
°t money to the Government plus a small additional fraction to cover adminis 
trative costs. These formula rates of interest are currently applicable to loans 
to small businesses which are impacted by Federal urban renewal, highway or 
other construction projects, Federal health, welfare and safety legislation (or 
fetate legislation enacted in conformity therewith), and United States Govern 
ment international strategic arms limitation agreements.

Ihese formula rates are applied in cases which are analogous to trade adjust 
ment assistance, and therefore the ambiguity should be resolved in favor of a for-
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mula rate. The Administration proposes the amendment of section 255 (b) to make 
it clear that the interest rate applicable to direct loans is a formula rate. The 
language establishing a maximum rate for guarantees of loans under this chap 
ter has been clarified by citing the basis for SBA's guarantee rate.

The total amount of loan guarantees which may be outstanding to any single 
firm at any one time is a maximum of $3 million. As under the Trade Expansion 
Act, the Government may guarantee up to 90 percent of the portion of the loan 
which is made for adjustment assistance purposes. The interest rate will be no 
higher than the maximum permissable commercial rate for loans guaranteed by 
the SBA. Both direct loans and loan guarantees are limited in normal cases to 
a maximum maturity of 25 years, as under present law.

The maximum limits on the amount of direct loans and loan guarantees, and 
the priority which the Secretary of Commerce must give to firms which are small 
within the meaning of the Small Business Act emphasize the intention to con 
centrate the program on small and medium-sized firms. With respect to small 
firms, the Secretary of Commerce may delegate all or any part of his functions 
other than certification of eligibility to the Administrator of the SBA.

An Adjustment Assistance Coordinating Committee established under section 
250, to be chaired by a Deputy Special Trade Represent a Live and including rep 
resentatives of the Departments of Labor and Commerce and the SBA, will co 
ordinate the adjustment assistance policies and programs of the various agencies 
to promote efficient and effective delivery of benefits.

TITLE III—RELIEF FBOM UNFAIR TRADE PRACTICES
While Title II is directed toward providing more effective domestic safeguard 

measures to facilitate orderly adjustment to fair import competition, Title III 
authorizes measures against unfair trade practices of foreign countries.

Four principle present laws are revised under Title III: (1) The authority 
under section 252 of the Trade Expansion Act to take retaliatory action against 
unreasonable or unjustifiable foreign trade restrictions or other acts Which dis 
criminate against or otherwise burden United States trade; (2) the authority 
under the Antidumping Act, 1921, to impose dumping duties when the Secretary 
of the Treasury determines imports are entering at less than fair value, and 
when the Tariff Commission determines that such imports are causing injury 
to the domestic industry; (3) the authority under section 303 of the Tariff Act 
of 1930 to impose countervailing duties when the Secretary of the Treasury 
determines that dutiable imports are receiving a bounty or grant; and (4) The 
authority under section 337 of the Tariff Act of 1930 for the President to exclude 
imports of articles subject to unfair methods of import competition.

The overall purpose of the amendments to these laws under Title III is to 
promote the development of a more equitable and less discriminatory interna 
tional trading system. Improved authorities are needed to enable more effective 
action to deal with unjustifiable or unreasonable foreign trade practices which 
violate the principles of fair competition 'both in United States markets and 
a'broad and thereby unfairly prejudice the ability of the United States to com 
pete or to obtain access to markets or supplies.

A. FOREIGN IMPORT RESTRICTIONS AND EXPORT SUBSIDIES (SECTION 301)

Under section 252 of the Trade Expansion Act, the President has discretionary 
authority to take retaliatory action against unjustifiable or unreasonable foreign 
import restrictions or discriminatory or other acts or policies which restrict or 
substantially burden United States commerce. Section 301 of the Trade Reform 
Act simplifies section 252, removes the defects, and strengthens and broadens 
the authority to take retaliatory action to safeguard United States trading in 
terests against unjustifiable or unreasonable foreign trade practices which im 
pair the value of trade commitments by foreign countries, displace competitive 
United States products at home or abroad, or otherwise burden, restrict, or dis 
criminate against United States commerce.

The new section (1) removes the distinction under section 252 between agri 
cultural and nonagricultural products to provide equal authority for all prod 
ucts ; (2) strengthens the retaliatory measures which may be taken by removing 
the present statutory limits on tariff increases in the case of nonagricultural 
Products and unreasonable restrictions; (3) extends the authority to cove,r for 
eign subsidies on exports to the United States or to third countries which sub 
stantially reduce sales of competitive United States products; and (4) requires
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the consideration of United States international obligations before taking action 
in all cases. In addition, section 301 includes new procedures under which Con 
gress may disapprove of any measure imposed by the President.

The purpose of these changes is to strengthen the retaliation authority as a 
lever for resolving international trade disputes in an effective and even-handed 
manner and for obtaining compliance by foreign countries with international 
trading rules and practices. The authority under section 252 has been invoked 
only once, in the so.called Chicken War. It has provided a useful behind-the- 
scenes tool on a number of other occasions, however, for international settlement 
of trading problems without formal invocation becoming necessary.

Section 301 requires the President to take all appropriate and reasonable 
steps within his existing authority to obtain the elimination of (1) unjustifiable 
or unreasonable import restrictions which he determines impair the value of 
trade concessions to the United States or burden, restrict, or discriminate 
against United States trade; (2) unreasonable or unjustifiable discriminatory 
or other acts or policies which burden or restrict United States trade; or (3) 
foreign subsidies on exports to the United States or to third countries which 
substantially reduce sales of competitive United States products in the United 
States or in these third country markets. In addition, the President may (1) 
suspend, 'Withdraw, or prevent the application of trade agreement benefits to 
the country; and (2) impose duties or other import restrictions on the products 
of the country for an appropriate period of time.

As under the present section 252, the term "unjustifiable" refers to restric 
tions which are illegal under or inconsistent with international obligations, such 
as violations of a country's obligations to the United States under the GATT. 
The word "unreasonable" refers to restrictions, acts, or policies which are not 
necessarily illegal, but which are generally regarded as unfair either under 
international agreements or in the actual practice of nations. For example, 
actions equivalent to those which could be considered as nullification or im 
pairment of benefits within the meaning of GATT Article XXIII would be 
"unreasonable." The President will make the judgment as to what constitutes 
an unjustifiable or unreasonable measure, without a requirement for a GATT 
determination.

Section 301 removes the distinction under present law between agricultural 
and nonagricultural products. Under present law, the President has greater 
authority to retaliate against unjustifiable foreign practices on agricultural 
products than on nonagricultural products. Responses to either unjustifiable 
practices on nonagricultural products or unreasonable practices on any product 
are limited to suspending, withdrawing, or preventing the application of trade 
agreement concessions. Section 301 provides comparable authority applicable 
to all products and unfair foreign practices. The removal of these distinctions 
under present law is necessary since the detrimental effects on United States 
trading interests may be as great in any case.

Section 301 enhances the retaliatory power by removing the ceiling on the 
amount of tariff increases which may be imposed. Under present law, the Presi 
dent's retaliatory action is limited to the imposition of additional duties up to 
the Column 2 levels, except in the case of agricultural products. The withdrawal 
of tariff concessions consequently varies as an effective remedy in each case, 
depending on the level of the Column 2 rates on the products for which the 
offending country is the principal supplier. In some cases, these rates are very 
low and, therefore, provide only very limited authority to deal with unreasona 
ble practices or with unjustifiable restrictions on nonagricutural products. There 
may also be cases for which quotas are a more effective response, for example, if 
the foreign country imposes an illegal quota on certain United States exports. 
_ Under present law, the President must have due regard for United States 
international obligations in taking retaliatory action against unreasonable re 
strictions. In determining what action to take under section 301, the President 
must consider the relationship to United States international obligations as well 
as the purposes of the Trade Reform Act in all cases.

This requirement shall not constitute a limitation on the legal scope of the 
President's authority to take action in the national interest. The consequences 
of imposing retaliatory measures and of non-compliance with international obli 
gations dictate, however, that the President would resort to action which is in 
consistent with international obligations only on a matter of important princi 
ple and in the national interest, where effective international procedures for deal 
ing with the problem are not available and only after all other possible measures
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which are consistent with international obligations are considered and are judged 
inadequate to remedy the .problem.

Actions under section 252 may be applied on either a most-favored-nation or a 
non-MFN basis but the statute is not explicit on the point. Section SOI provides 
explicit authority to apply actions on a most-favored-nation basis or only against 
imports from the offending country in the case of unjustifiable restrictions or 
policies. If the restriction is unreasonable but not unjustifiable, the action must 
be taken only against the offending country. A nondiscriminatory response is 
made by selecting articles of particular interest to the offending country. Where 
retaliatory action is taken on a nondiscriminatory basis, the President may 
carve-out from tariff classifications articles on which concessions may be with 
drawn or suspended or on which duties or other import restrictions may be im 
posed, so as to minimize the adverse impact on nonoffending countries.

The Administration proposes an amendment to section 301 to remove the re 
quirement for United States action on a selective basis in response to unreason 
able but not unjustifiable import restrictions. There is no clear logical basis for 
distinguishing between foreign unjustifiable and unreasonable trade practices to 
warrant the requirement that the response in the latter case be on a selective 
(nondibcrirninatory) basis.

Included in section 301 is the authority to take effective unilateral action in any 
situation if the United States cannot obtain a solution in the GATT to foreign 
trade practices which are inconsistent with international trading rules or which 
otherwise unreasonably or unjustifiably impair United States export oppor 
tunities. The language of section 301 clearly provides sufficiently broad au 
thority for the United States to retaliate through imposition of duties or other 
import restrictions against unfair foreign export controls on essential raw mate 
rials or other products and against other unfair denials of access to supplies, 
including foreign discriminatory actions. It would, for example, provide au 
thority to take effective unilateral action in response to such practices as un 
realistic competitive depreciation or devaluations designed to achieve a trade 
advantage for foreign exports vis-a-vis United States exported goods.

Section 301 also extends the retaliation -authority to cover foreign export 
subsidies to third countries and to the United States which displace competi 
tive United States products. This authority will provide the United States 
additional negotiating leverage to obtain an international agreement on subsidy 
practices. It will also provide an additional deterrent to subsidies on exports 
to the United States by enabling the President to go beyond a mere offset of the 
foreign subsidy tinder the countervailing duty law by imposing additional duties 
or other import restrictions of a greater amount.

The countervailing duty statute will remain the primary recourse to deal
•with foreign bounties or grants on products- exported to the United States. 
Consequently, section 301 can be used for this purpose only if (1) the Secretary 
of the Treasury determines that a subsidy or another incentive having the effect 
of a subsidy exists on such exports; (2) the Tariff Commission finds that the 
subsidized exports substantially reduce sales of competitive products made in 
the United States; and (3) the President determines that the Antidumping 
Act and the countervailing duty law provide insufficient remedies to deter 
the subsidies.

Section 301 includes procedural requirements for public participation in and 
Congressional oversight of actions under the authority.

1. The President must provide an opportunity for interested persons to 
present their views, including public hearings upon request, concerning foreign 
restrictions, acts, or policies which fall within the scope of section 301, and 
with respect to taking retaliatory action on the product involved. These pro 
visions provide domestic interests an opportunity to bring restrictive foreign 
practices and their views on the consequences of taking or not taking retalia 
tory action to the attention of Government officials. The President may also 
request the views of the Tariff Commission as to the probable impact on the 
domestic economy of taking action on the particular product.

The Administration proposes an amendment to section 301 (d) that would allow 
the President to retaliate or respond quickly to a foreign action when it is in the
•best interests of the United States, without the necessity of a prior public hearing. 
The President would still be required to provide a public hearing, but it would not 
have to be held prior to his action.

2. Any retaliatory action taken by the President is subject to a Congressional 
veto procedure, similar to that which applies to the imposition of quotas or
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orderly marketing agreements as import relief under section 203. Section 302 re 
quires tbe President to report import restrictions imposed under section 301 to 
both Houses of Congress with a statement of his reasons for taking the action. 
The action will terminate if either House passes a disapproval resolution by a 
majority of those present and voting within 90 days after submission of the 
report.

B. ANTIDUMPING DUTIES (SECTION 321)

Under the Antidumping Act, 1921, special dumping duties may be imposed on 
imports of any articles which the Secretary of the Treasury determines are being 
sold or are likely to be sold at less than fair value if the Tariff Commission de 
termines that a domestic industry is being injured or is likely to be injured or 
prevented from being established because of such imports. A dumping duty is 
imposed on imports covered by the finding if the purchase price or exporter's 
sales price is less or likely to be less than the foreign market value or, if it cannot 
be determined, the constructed value.

•Section 321 of H.R. 10710 contains several amendments to the Antidumping 
Act which codify some existing Treasury practices and others which make cer 
tain changes of a basically procedural and technical nature: (1) A requirement 
that published determinations of the Treasury and the Tariff Commission contain 
statements of findings and conclusions with the reasons and bases therefor on all 
the material issues of fact or law presented; (2) imposition of time limits for the 
Secretary of the Treasury to determine whether there is reason to believe or sus 
pect dumping; (3) a requirement for a hearing -prior to the Treasury and Tariff 
Commission determinations; (4) technical amendments to the definition of "pur 
chase price" and "exporter's sales price" ; and (5) two amendments dealing with 
the determination of foreign market value. The purpose of the changes is to im 
prove further the effective administration of the Antidumping Act and to ensure 
domestic producers adversely affected 'by dumped imports of vigorous and timely 
relief.
J. Detailed statement of reasons

Section 821 amends section 201 of the Antidumping Act to require the Secre 
tary of the Treasury and the Tariff Commission, upon making a determination, to 
include in their published determination a detailed statement of the 'bases for 
their findings and conclusions on all material issues of fact or law presented. This 
change will make the administration of tbe Act a more open and understandable 
process than has been the case in the past. It provides vital information to all 
concerned with antidumping investigations, while still preserving the confiden 
tiality of detailed business information acquired by the Treasury and the Tariff 
Commission in the course of their investigation.
2. Time limits

Section 321 amends section 201 of the Antidumping Act to require the Secre 
tary of the Treasury to determine whether there is reason to believe or suspect 
imports of an article are or are likely to be entering at less than fair value with 
in six months after a question of dumping is raised or presented, or within nine 
months in more complicated investigations. Final determinations by the Secre 
tary, whether affirmative or negative, are required by the Treasury Department's 
Antidumping Regulations to be made within three months after'the above pre 
liminary determination. Since the three-month period for the injury determina 
tion by the Tariff Commission would be maintained, final action on an anti 
dumping investigation would take place within 12 months in normal cases and 
not exceeding 15 months in more complicated cases. Amendments to Treasury 
Antidumping Regulations which were put into effect in January 1973 provide for 
the Treasury portion of the processing of applications to be completed in nine 
months in normal cases, 12 months in more complex ones. This has greatly re 
duced the length of time for completing investigations and has brought about 
an appreciable increase in the number of determinations issued.

Notice of all significant actions in the decision-making process, such as tenta 
tive and final negative determinations or tentative and final discontinuances of 
investigations must be published in the Federal Register. The Secretary may 
order publication of a notice of withholding of appraisement within three 
months after publication of notice of a tentative negative determination if lie 
has reason to believe or suspect dumping. In this case, the withholding is treated 
in the same manner as in the case of an affirmative determination. If no with 
holding is ordered within the three-month period, the Secretary must issue a
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final negative determination or a notice of discontinuance of the investigation. 
These time limits largely parallel those under present Antidumping Regulations. 

Section 201 of the Act is also amended to provide that the date of the Federal 
Register notice that information relating to dumping has been received in ac 
cordance with regulations is the date that the question of dumping will be 
considered raised or presented to the Secretary. Current Treasury regulations 
provide that this notice will generally be published within 30 days after receipt 
of information in an acceptable form.
3. Searings

Section 321 provides a new requirement under the Antidumping Act whereby 
both the Secretary of the Treasury and the Tariff Commission must hold a 
hearing prior to their determinations. Under current regulations, interested 
parties have an opportunity to be heard only at the discretion of the agency. In 
order to preserve the informal, non-adversary nature of the hearing and to 
facilitate rapid and fair investigation, the hearings will be specifically ex 
empted from the procedural requirements of the Administrative Procedure Act. 
A transcript of the hearing plus all information developed in connection with 
the investigation will be publicly available, excluding only detailed business in 
formation which must be kept confidential to protect all parties concerned 
with the investigation and information exempt from disclosure under the 
Freedom of Information Act.
4. "Purchase price" and "exporter's sales prices"

Section 321 contains several technical amendments to the definitions of "pur 
chase price" and "exporter's sales price" under section 203 and section 204 of 
the Act:

1. Any export tax will be subtracted from the purchase price rather than 
added to it in making the necessary calculations to compare prices. This amend 
ment corrects an error in the statute and makes the purchase price treatment of 
export taxes comparable to that under the definition of exporter's sales price, 
which already provides for the subtraction of any export tax included in the 
price to the United States. If the export tax is not subtracted, it would distort 
any comparison: between the export price to the United States and the home 
market price of a particular product, thereby artificially reducing or eliminating 
any dumping margin that might otherwise exist.

2. The definitions of both "purchase price" and "exporter's sales price" are 
amended to harmonize the treatment of foreign tax rebates under the Anti 
dumping Act with the standard for their treatment under the countervailing duty 
law. No adjustment for tax rebates to the advantage of the foreign exporter will 
be permitted unless the direct relationship between the tax and the exported 
product or its components can be demonstrate*!. For example, if the exported 
product benefited from a tax rebate on the mortgage on the plant that produced it, 
the rebate could not be used in the computations to reduce the dumping margin. 
Moreover, an adjustment for a tax rebate will be permitted only to the extent 
such taxes are added to or included in the price of the merchandise when sold 
in the home market. To the extent the exporter absorbs indirect taxes in sales 
in the home market, no adjustment will be made to purchase price. The effect 
will be to increase the sine of dumping margins under such circumstances.

3. Merchandise benefiting from tax rebates which the Secretary of the Treasury 
has already determined are a bounty or grant, and thus subject to countervailing 
duties, will not be unfairly penalized by being also subject to antidumping duties 
by virtue of the same tax rebates.

In addition, the exporter's sales price computation is amended to provide for 
the subtraction of the value added when merchandise subject to a dumping find 
ing is imported by a person or corporation related to the exporter and then sold 
to an unrelated purchaser in the United States. This amendment codifies exist- 
isting regulations and ensures that merchandise imported in an exporter's sales 
price situation and then changed in form or condition before being resold to an 
unrelated purchaser is within the purview of the Act. The amendment will not 
apply if the resold product does not contain more than an insignificant amount 
by quantity or value of the imported merchandise.
5. Foreign market value

Section 321 also contains two amendments to section 205 of the Antidumping 
Act for the determination of foreign market value:

1. Sales in the home market of the country of export or to countries otb,er than 
the United States may be disregarded in certain situations if the sale8 prices
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represent less than the cost of producing the merchandise. If the Secretary of 
the Treasury determines there are sales below cost, he will disregard them in 
determining foreign market value if (a) such sales have been made over an 
extended period of time and in substantial quantities; and (b) the sales are not 
at prices which permit recovery of all costs within a reasonable period of time 
in the normal course of trade.

For example, obsolete or end-of-model year merchandise is frequently sold 
below cost, and initial prices of products involving large research and develop 
ment expenditures may not reflect all overhead costs. The former types of sales 
will not be disregarded if they are normal in the trade and not made in substan 
tial quantities over an extended period of time. The latter types of sales will not 
be disregarded if the sales prices permit recovery of all costs based on anticipated 
sales over a reasonable period of time. On the other hand, systematic sales at 
prices which will not permit recovery of all costs of production will be disre 
garded. If the Secretary of the Treasury determines that the exclusion of sales 
below cost results in an insufficient number of sales at or above cost, in either 
the home market or to third countries, to provide an adequate basis to compare 
prices, the Secretary will determine that no foreign market value exists and 
will resort to constructed value for a comparison with purchase price or ex 
porter's sales price.

The purpose of the amendment is to prevent foreign sales below cost of produc 
tion being used as the basis for determining whether sales of such merchandise to 
the United States are at less than the foreign market value. Otherwise, sales 
below cost to purchasers in the United States could be exempted from the provi 
sions of the Act if sales prices in the home market or to third countries are also 
below cost by an equal or greater amount.

2. A foreign manufacturer will be found to have sold merchandise in the United 
States at less than the foreign market value only if its price to purchasers in the 
United States is lower than that of the same or similar merchandise sold by the 
same manufacturer in the home market or to third countries. Constructed value 
will be used if no sales or an insignificant number of sales are made to countries 
other than the United States.

The purpose of this amendment is to remove occasional inequities under the 
present law. There are cases in which one manufacturer's sales prices to the 
United States must be compared with sales prices of a different manufacturer in 
the home market of the country of exportation if the first manufacturer makes no 
or insignificant sales of the merchandise in the home market. Consequently, a 
manufacturer's exports to the United States may be subject to dumping duties 
under situations he cannot control and even though his sales to the United States 
are at prices higher than those to any other market. Once subject to a finding, he 
continues at a serious disadvantage by being unable, without violation of anti 
trust laws, to obtain the home market prices of his competitor in order to elimi 
nate dumping margins from his sales to the United States under the Act. Con 
versely, a manufacturer who sells only to the United States and third countries 
presently could escape liability if Treasury were forced to use the home market 
prices of a different manufacturer rather than what might be the higher sales 
prices of the first manufacturer to third countries.

Existing practice under Treasury regulations with respect to dumping of mer 
chandise from state-controlled economies will be codified. If the economy of the 
exporting country is controlled to the extent that price determinations cannot be 
made in accordance with the normally applicable rules, the Secretary of the 
Treasury bases sales at less than fair value determinations on prices at which 
similar merchandise of a non-state-controlled economy is sold in the home market 
or to third countries, or on the basis of the constructed value of the merchandise 
in non-state-controlled economy.

C. COUNTERVAILING DUTIES (SECTION 331)

Under section 303 of the Tariff Act of 1930, the Secretary of the Treasury 
is required to impose a countervailing duty whenever he determines that a 
bounty or grant has been paid, directly or indirectly, on any dutiable im 
ported merchandise. The countervailing duty is equal to the amount of the 
bounty or grant and is collected in addition to the normal customs duty on 
the article.

Section 331 of the Trade Reform Act makes several important changes in 
the present countervailing duty statutes: (1) imposes a time limit on making 
determinations of whether a bounty or grant exists; (2) broadens the scope of
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the statute to cover imports of duty-free articles if there is also a determination 
of injury ; (3) grants temporary, and in certain cases permanent, discretionary 
authority for the Secretary of the Treasury to refrain from imposing counter 
vailing duties; and (4) provides for judicial review of negative countervailing 
duty determinations.
1. Time limits

While the imposition of countervailing duties following a determination that 
a bounty or grant exists is mandatory under the present law, there is no 
period of time specified for the Secretary of the Treasury to make such a 
determination. Se-lion 331 requires the Secretary of the Treasury to deter 
mine whether a bounty or grant exists within 12 months after the question is 
presented. The Treasury Department will issue new regulations to require 
the Commissioner of Customs to determine within 30 days after the informa 
tion is received whether it is adequate to proceed with an investigation. 
The date of publication of a countervailing duty proceeding notice will trigger 
the initiation of the 12-month period for the formal countervailing duty 
investigation. All Treasury decisions in countervailing duty investigations, 
whether affirmative or negative, must be published in the Federal Register. A 
countervailing duty order requiring the assessment of duties equivalent to the 
amount of the bounty or grant will become effective 30 days following the 
publication in the Federal Register.
2. Duty-free imports

Section 331 extends the application of the countervailing duty law to non- 
dutiable items, including imports made duty-free as a result of generalized 
tariff preference treatment under Title V, if the Tariff Commission determines 
that a domestic industry is being or is likely to be injured or is prevented from 
being established as a result of the imports benefiting from the bounty or grant. 
The Tariff Commission must make its finding within three months after the 
Treasury decision that a bounty or grant is being paid or bestowed. All affirma 
tive and negative determinations by the Tariff Commission will be published in 
tho Federal Register.

If Treasury determines that a bounty or grant is being paid or bestowed on 
duty-free imports, it must suspend liquidation of imports of the merchandise 
which enter or are withdrawn from warehouse for consumption on or after the 
30th day following publication of the determination in the Federal Register. 
The countervailing duty order following an affirmative injury determination by 
the Tariff Commission will be effective as of the date of suspension of liquidation. 
The purpose of the suspension is for affirmative determinations on duty-free im 
ports to become effective on the same date as affirmative determinations by the 
Secretary of the Treasury with respect to dutiable imports.

The law is extended to cover non-dutiable items because of the much greater 
volume of duty-free imports, some of which are competitive with domestic pro 
duction, following several rounds of tariff negotiations since the law went into 
effect in 1930. Duty-free imports will increase further as a result of generalized 
tariff preferences under Title V and authority to eliminate certain tariffs under 
section 101.

The requirement for an injury determination by the Tariff Commission with 
respect to duty-free imports will remain in effect only as long as United States 
international obligations under the GATT require a material injury determina 
tion in countervailing duty cases. Since the United States countervailing duty 
law was in existence at the time the GATT was formed, the absence of an in 
jury determination with respect to dutiable articles is consistent with United 
States international obligations. The GATT "grandfather clause" allows the con 
tinued application of certain mandatory legislation which predates the GATT. 
The GATT "grandfather clause" would not apply to an extension of the law to 
articles which were not covered by the original statute.

Section 331 as presently drafted requires the Tariff Commission to find only 
the presence of "injury" to the domestic industry. The Trade Reform Act as 
submitted by the Administration required the determination of "material in 
jury," in order to be consistent with GATT Article VI, which requires "material 
injury" as a prerequisite to the application of countervailing duties. The Ad 
ministration assumes that the Congress intends for the United States to comply 
with its international commitments in this regard and, therefore, that the in 
jury requirement will in practice be administered in a manner consistent with 
the GATT requirement.
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The mere enactment of the injury provision without the qualification "mate 
rial" would not itself constitute a violation of the GATT. However, without that 
word in the statute, our foreign trading partners are likely to raise the issue 
whether the United States is living up to its international commitments with 
respect to each case in which countervailing duties are applied on a duty-free 
article. In order to avoid placing the United States in a defensive position on 
this issue, the Administration urges restoration of the "material" qualification 
in the statute to the injury requirement applicable to duty-free merchandise.
3. Discretionary application

Section 331 authorizes the Secretary of the Treasury to refrain from applying 
countervailing duties to imports which are subject, to effective quantitative 
limitations upon importation or exportation. He must determine that the limita 
tions are an adequate substitute for countervailing after seeking information 
and advice from appropriate agencies. The purpose of this provision is to avoid 
excessive trade restrictions that might result by countervailing on an article 
which is already subject to a quota or restraint arrangement.

In addition, section 331 grants the Secretary of the Treasury temporary dis 
cretionary authority for four years from the date of enactment of the Trade 
Reform Act not to impose countervailing duties if, after seeking information 
and advice from appropriate agencies, he determines that such imposition would 
be likely to seriously jeopardize satisfactory completion of trade negotiations 
under Title I. Similar discretionary authority is restricted to one year in the 
case of imports produced by facilities owned or controlled by the government 
of a developed country if the investment in or operation of the facilities is 
subsidized.

The purpose of the four-year discertionary authority is to provide latitude 
in assessing countervailing duties in cases where the Secretary of the Treasury 
concludes that a countervailing might well frustrate the successful outcome of 
the trade negotiations, particularly with respect to achieving an international 
agreement on the types of subsidization practices which would be considered, 
permissible and nonpermissible. With the 12-months time limit for completing 
investigations, the United States could, without such discretionary authority, 
be forced to impose countervailing duties against a practice while it is the sub 
ject of negotiations and which might become a permissible export assist under 
an international agreement. The four-year limit on such discretionary authority 
could strengthen United States negotiating leverage for obtaining an interna 
tional agreement.

On the other hand, the one-year limit on discretionary authority with respect 
to articles produced by a government-owned subsidized facility in a developed 
country poses very serious problems. Achieving international agreement on per 
missible and nonpermissible export subsidies is likely to be a difficult and long 
negotiation. There are many differences of opinion internationally on what 
constitutes an export subsidy and which specific practices should or should not 
be sanctioned. The United States itself utilizes certain types of export assists 
which foreign governments may well find contrary to international law or 
practice.

One year does not provide sufficient time to negotiate an agreement which 
would resolve all these issues. The requirement for mandatory application of 
countervailing duties after one year on one type of measure which could cover 
a broad range of products from a number of countries while negotiations are 
underway could seriously jeopardize attainment of an international agreement. 
The purpose of the four-year discretionary authority is to avoid imposing counter 
vailing duty actions which would "seriously jeopardize" trade negotiations. It 
is irrelevant for these purposes whether the product exported to the United 
States is from a nationalized company. The one-year restriction of the Secretary's 
discretionary authority should be removed from the bill.
4- Judicial review

The fourth major change under section 331 to the present countervailing duty 
law is to provide for judicial review in the Customs Court (with appeal to the 
Court of Customs and Patent Appeals and, by certiorari, to the Supreme Court) 
of negative countervailing duty determinations by the Secretary of the Treasury. 
The amendment is necessitated by a 1971 decision of the Court which held that 
the right of judicial review of negative determinations is not available to 
domestic producers.
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Section 516 of the Tariff Act of 1930 presently permits American manufac 

turers, producers or wholesalers to file a petition with the Secretary of the 
Treasury contesting import appraisement, classification, or duty assessment. If 
the Secretary of the Treasury agrees with the claims, he determines the proper 
appraisement, classification, or rate of duty, then notifies the petitioner and also 
publishes the determination in the Customs Bulletin. The determination applies 
to all merchandise entered after the date of publication of the notice.

The petitioner may file a notice to contest a negative decision on the claim by 
the Secretary of the Treasury within 30 days following notification of a negative 
decision. The Secretary must then publish his determination and the fact that 
the petitioner desires to contest the decision. Following a decision by the 
Customs Court in favor of the petitioner, liquidation of all entries of the 
merchandise is suspended pending a final judicial ruling. The merchandise 
becomes subject to the appraisement, classification, or rate of duty in accordance 
with the final court decision effective as of the date of the first decision.

These same procedures under .section 516 of the Tariff Act of 1930 will apply 
to the right of judicial review of negative countervailing duty decision, except 
that notices of decisions by the Secretary of the Treasury will be published 
in the Federal Register. The court will determine whether or not a bounty or 
grant is being paid or bestowed on the particular merchandise. This amendment 
is consistent with the right of importers to judicial review of affirmative deter 
minations under the countervailing duty law.

D. UNFAIR IMPOKT PRACTICES (SECTION 337)

Section 337 of the Tariff Act of 1930 authorizes the Tariff Commission to 
investigate, on the basis of a complaint or on its own initiative, alleged unfair 
methods of competition and unfair acts in the importation or sale of imported 
articles in the United States. The Tariff Commission determines whether the effect 
or tendency of the methods or acts is to destroy or substantially injure a domestic 
industry, prevent the establishment of an industry, or restrain or monopolize 
trade and commerce in the United 'States. While the statute covers all methods 
of import competition, in fact virtually all cases under section 337 have involved 
patent infringement (unlicensed importation of articles falling within the claims 
of a United States letters patent).

If the President is satisfied that the statutory criteria have been met, he must 
issue an exclusion order barring imports of the article involved from entry until 
the conditions leading to the exclusion order no longer exist. Pending a full 
investigation, the President may issue a temporary exclusion order whereby 
imports of the article enter under bond payable to the United States.

Section 341 of H.R. 10710 makes no change in the existing provisions with 
respect to unfair import practices other than those relating to patent infringement. 
Section 341 does make three amendments to section 337 with respect to cases 
involving patent infringement:

1. It changes the roles and authority of the President and the Tariff Commis 
sion by vesting authority in the Tariff Commission rather than the President to 
issue an exclusion order following its investigation and finding that articles 
are imported or sold in violation of the statute based upon claims of United 
States letters patent.

The Tariff Commission may issue a temporary exclusion order following a 
hearing on the record during its preliminary inquiry or investigaton but prior 
to completion of the investigation, if it is satisfied from the information avail 
able to it that: (1) there is a probable violation of the statute; and (2) im 
mediate and substantial harm would result to the domestic industry in the ab 
sence of exclusion. Imports may enter under bond until the investigation is 
completed.

Any temporary or final exclusion order will remain in effect until the Tariff 
Commission determines, upon request or its own motion, that the conditions 
leading to the order no longer exist. The Tariff Commission might terminate 
or suspend the order if, for example, a court of competent jurisdiction holds 
the patent involved in the order invalid or unenforceable or upon abandonment 
or unreasonable delay of the proceedings by the complainant prior to a final 
determination.

2. It provides the right of judicial review of either action or inaction by the 
Tariff Commission in the United States Court of Customs and Patent Appeals. 
The right applies to a complainant as well as an importer. While the present
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statute provides for judicial review of Tariff Commission determinations, there is a serious legal question as to whether the Court has jurisdiction over such cases since the Tariff Commission's findings are advisory and not binding on the President. Following an exclusion order by the President, the exclusion of imports by Customs is subject to judicial review by the United States Customs Court. Section 341 removes the legal question and clearly provides for judicial 
review in the Court of Customs and Patent Appeals.3. It expressly authorizes the Commission to take into consideration legal defenses including the enforceability of patents in reaching its determinations. Under present law, the Commission has considered United States patents valid 
unless a Court of a competent jurisdiction has held otherwise.With regard to the provisions of section 341 as enacted by the House of Rep resentatives, the Administration believes that two additional changes are neces sary. The first change concerns the bonding procedures under a temporary exclusion order. The provisions of H.R. 10710 retain the language of the present statute which provides, in the case of a temporary exclusion order, for entry under bond as may be prescribed by the Secretary of the Treasury. Under cur rent law, the bond runs to the United States Government in the amount of 100 percent of the domestic value of the imported article in question. This stringent standard has had the effect of precluding importers from bringing in any goods and has meant, in effect, that temporary exclusion has the same effect as a i>er- manent exclusion. Consequently, the original intent of the statute to allow im ports to continue while the investigation proceeds has been nullified.To remedy this problem, the Administration proposed a new bonding procedure but the provisions were deleted during consideration of the bill in the House. Taking into account the objections to that proposal, the Administration has re formulated the provisions and is recommending an amendment to provide that the bond (1) shall be prescribed by the Secretary of the Treasury; (2) shall be in the amount of 12 percent of the domestic value of the imported article; and (3) shall be payable to the patentee upon the final determination that such articles be excluded.

The bond will remain in effect as long as the temporary exclusion order remains in effect. As mentioned above, a temporary exclusion order would terminate upon a final determination by the Tariff Commission or upon a Commission determination that the conditions leading to the order no longer exist. Such conditions include, for example, the abandonment or unreasonable delay of the proceedings by the complainant. The term "domestic value" is to be interpreted according to the' definition provided in section 12.39 of the Customs Regulations. The Administration believes that the proposed amendment provides a work able solution upholding the original intent of the statute while, at the same time, protecting the patentee's rights. A bond of 12 percent, payable to the patentee, would be sufficient to protect the patentee's interests in almost all cases. In this regard, the Administration expects that to prevent unjust double recovery, the courts, in awarding damages, will take into account any remunera tion received by the patentee through the bonding procedure should litigation arise with respect to the same importation as that which was subject to a section 337 proceeding.
The second amendment proposed to section 341 is to exempt the United States Government from any exclusion order that might be issued by the Tariff Com mission. This exemption would make section 337 and section 337a of the Tariff Act, as they apply to patents, consistent with the provisions of 28 U.S.C. 1498 which provides an exclusive remedy in the United States Court of Claims for reasonable and entire compensation for infringement of a patent by the United States Government.
This amendment provides that temporary or permanent exclusion orders would not apply to articles imported by the United States, or imported for the United States with the authorization or consent of the Government if such articles are for use by the United States or for use for the United States with the authorization or consent of the Government. To protect the rights of the owners of both product and process patents when importation is by or for the Government, the statute further provides that when articles have been excluded permanently, the patentee shall be entitled to petition the Court of Claims for reasonable and entire compensation for use of the imported articles pursuant to the procedures of section 1498, title 28, United States Code.
It is expected that the Tariff Commission shall make the decision prescribed in subparagraph (2) of subsection (h) notwithstanding the fact that the only known importation is by or for the United States. If the Commission finds that 
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the conditions prescribed by subsection (a) have been met, it shall order the 
permanent exclusion of the articles in question. The statute is not intended, how 
ever, to preclude the presentation of legal defenses by the United States Gov 
ernment in the Court of Claims, if the Government has not participated in pro 
ceedings before the Tariff Commission with respect to the same articles.

TITLE IV—TRADE RELATIONS WITH COUNTRIES Nor ENJOYING NONDISCRIMINATORT
TREATMENT

Title IV of the Trade Reform Act authorizes the President, subject to certain 
conditions and procedures, to extend nondiscriminatory (most-favored-nation) 
traiff treatment to imports from countries currently subject to the generally 
high Column 2 rates of duty.

The United States currently extends most-favored-nation treatment to all non- 
Communist countries and to Poland and Yugoslavia. Under section 231 of the 
Trade Expansion Act, however, all Communist countries except Poland and 
Yugoslavia are subject to the higher Column 2 rates of duty established under 
the Smoot-Hawley Tariff Act of 1930. The trade agreement between the United 
States and the Soviet Union, concluded in October. 1972 together with a settle 
ment of lend-lease obligations, provides for the extension of most-favored-nation 
treatment to the Soviet Union. The agreement and the settlement will not take 
full effect, however, until the authority under Title IV of H.R. 10710 to extend 
nondiscriminatory tariff treatment is enacted.

The term "most-favored-nation'' should not be misunderstood. It does not 
imply special or more favorable treatment. It is, in fact, normal or nondiscrim 
inatory treatment extended to imports from all countries other than most 
Communist countries. Most-favored-nation rates are the Column 1 rates of duty. 
These rates have been successively reduced through a series of bilateral and 
multilateral negotiations from 1934 through 1967.

Levels of United States trade with the Soviet Union and East European coun 
tries have been severely constrained since the early 1950s as a result of legal 
barriers, government policy, and public opinion. Trade was viewed as a political 
weapon. In 1951, during the Korean AVar, the Congress withdrew the normal 
nondiscriminatory tariff treatment from Communist countries which they had 
been granted up until that time. Yugoslavia was excepted from this action, and 
normal tariff treatment was subsequently restored to Poland in 1960.

Recently, however, political and economic relations and attitudes have clearly 
undergone major changes. In the past several years, the Congress and the Ad 
ministration have taken significant steps to encourage increased trade with Com 
munist countries. These steps are consistent with changes in attitude and with 
efforts to normalize overall East-West relations.

Congressional encouragement of increased trade with Communist countries is 
reflected in several recent legislative enactments. In 1971, Congress repealed an 
amendment to the Export-Import Bank Act which had restricted the President's 
authority to extend Export-Import Bank credits for purchases by Communist 
countries. In 1972, in amending the Export Administration Act, Congress also 
authorized the President to remove unilateral controls on United States exports 
to Communist countries with the exception of necessary limitations on strategic 
goods. The Congress made it clear that United States policy should be to encour 
age trade with all countries "except those with which such trade has been 
determined by the President to be against the national interest."

The Administration also has taken steps to open avenues of trade with Com 
munist countries. The complete embargo on trade with the People's Republic of 
China has been lifted. The list of items subject to export controls has been pro 
gressively shortened. A number of government-sponsored trade centers, informa 
tion offices, commercial offices and commissions have been established in the 
Soviet Union and in Eastern Europe to encourage trade opportunities and to 
improve the conditions and facilities for conducting trade. These efforts have been 
generally well received by the Congress.

A number of American firms have established permanent offices in the 
Soviet Union and other Communist countries. United States trade with Com 
munist countries increased dramatically in the past two years with exports far 
exceeding imports. In fact, when the United States registered a $6 billion trade 
deficit in 1972, our trade surplus with the Soviet Union of over $500 million was 
our largest with any single country. In 1973 this bilateral trade surplus in 
creased to almost $1 billion. Although the rapid increase in exports to Communist
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countries in the past two years has been exceptional, there will be opportunities 
for a steady expansion of trade in the future.

The two basic purposes of the Trade Reform Act are (1) to stimulate United 
States economic growth by maintaining and enlarging foreign markets for 
American products; and (2) to strengthen economic relations with foreign 
countries through the development of fair and equitable market opportunities 
and open, nondiscriminatory world trade. To achieve these purposes, United 
States foreign trade policy must be global in scope. To maintain discriminatory 
tariff treatment restricts United States market opportunities in a major part 
of the world and is inconsistent with these purposes.

Authority to grant nondiscriminatory tariff treatment to Communist countries 
as provided under Title IV would serve United States political and economic 
objectives in two major ways. First, ability to remove tariff discrimination would 
promote the United States foreign policy objective of normalizing relations with 
Communist countries. Normalized relations conducted through cooperation are 
basic to achieving stable and lasting international peace. Improved economic 
relations, increased trade in particular, provide Communist countries a vested 
interest in peaceful political relations and more diversified avenues of communi 
cation and interaction.

Communist countries, the Soviet Union in particular, regard the denial of 
nondiscriminatory tariff treatment by the United States as the outstanding issue 
in their economic relations with the United States. The continuation of discrim 
ination in the form of tariffs at penalty levels is a continuing irritant in our 
relations with these countries and is a anomaly symbolic of a more hostile era 
in our relations. The burden of higher tariffs falls particularly on Eastern Eur 
opean countries because of the nature of the goods they currently export to us.

Second, nondiscriminatory tariff treatment and the resulting improved trade 
relations with Communist countries would bring significant economic benefits to 
the United States. Our Western trading partners have been enjoying these bene 
fits on an increasing scale. Our trading relations with Communist countries have 
lagged far behind those of our major trading partners, particularly in Western 
Europe, for a number of years. Even with the large increase in United States 
trade with Communist countries in anticipation of trade agreements or with the aid of credits in recent years, our share of total two-way East-West trade during 
1!)72 was still only 1.4 percent or $1.2 billion as compared with 15.3 percent and $13.1 billion for the European Community.

The market opportunities for the United States in the East are considerable, 
particularly since the needs of the Communist countries often coincide with 
products in which the United States enjoys a competitive advantage, such as 
agricultural products and high-technology manufactures. Increased exports to 
Communist countries would also have a favorable employment impact in the 
United States, as is the case with exports generally. While imports from Com 
munist countries would increase under the lower Column 1 rates of duty, the 
United States would continue to enjoy a highly favorable balance of East-West 
trade. It is especially important that the United States take advantage of these 
export opportunities in Eastern European markets at the present time as a means 
of offsetting the higher costs of increased imports of essential materials.

These benefits cannot be gained, however, without the availability of export 
credits and loan guarantees. Export-Import Bank financing is extended to exports 
to the Soviet Union, Poland, Romania and. Yugoslavia on the same terms, rates, 
and conditions as to other nations. It enables United States products and services 
to compete with those of Western European countries which are heavily sup ported by government-backed financing.

Improved trade relations can also contribute to the solution of outstanding 
economic and commercial issues between the United States and Communist 
countries. For example, the granting of nondiscriminatory treatment can be a 
vehicle and negotiating lever to obtain settlement and repayment of outstanding 
financial claims, as in the case of the Soviet Union. The whole process and insti 
tutional framework of negotiating commercial agreements can establish preced 
ents for cooperation rather than confrontation in other areas. In this regard, 
efforts of the United States-U.S.S.R. Joint Commercial Commission have been im 
pressive in developing cooperative approaches in areas of common interest. An 
agreed design for United States-Soviet cooperation in an improved international 
information system for agricultural production and trade, for example, could 
make an important and perhaps essential contribution to world food security.
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Basic Provisions of Title V.—Section 401 continues the requirement of present 

law that the President deny nondiscriminatory tariff treatment to imports from 
countries which are ineligible for such treatment when the Trade Reform Act is 
enacted. These countries are listed in headnote 3(e) of the TSUS.

Section 403 authorizes the President to proclaim the extension of nondiscrimi 
natory tariff treatment to such countries, however, which either (1) enter into 
bilateral commercial agreements meeting the requirements specified under sec 
tion 404; or (2) become parties to an appropriate multilateral trade agreement, 
such as the GA.TT, to which the United States is also a party. The exercise of 
the authority is subject to several limitations and requirements to ensure that 
the granting of nondiscriminatory treatment is not automatic but in return for 
appropriate benefits for the United States.

1. Nondiscriminatory treatment accorded under bilateral commercial agree 
ments or under a multilateral agreement remains in effect only as long as the 
obligations to the country involved remain in effect under the agreement.

2. Nondiscriminatory treatment must be withdrawn during any period the 
country is in arrears in its obligations under an agreement with the United 
States to settle lend-lease debts.

3. The President may suspend or withdraw nondiscriminatory treatment and 
thereby restore the Column 2 rates of duty at any time.

4. Mandatory provisions specified under section 404 must be included in any 
bilateral commercial agreement.

5. Imports from countries granted nondiscriminatory treatment under Title IV 
are subject to special market disruption provisions under section 405.

6. The extension and continuation of nondiscriminatory treatment under either 
a bilateral commercial agreement or a multilateral agreement are subject to 
Congressional veto under the procedures of section 40(i.

Additionally, under title IV as passed by the House, nondiscriminatory treat 
ment cannot be granted; credits, credit guarantees, or investment guarantees 
cannot be extended under a United States Government program ; and commercial 
agreements cannot be concluded with a country currently ineligible for nondis 
criminatory treatment during any period which the President determines that 
it denies its citizens freedom of emigration or imposes unreasonable financial 
barriers to such emigration as snecified under section 402.
J. Bilateral commercial agreements (section 404)

Subject to several conditions, section 404 authorizes the President to put 
into effect bilateral commercial agreements extending nondiscriminatory treat 
ment when they are in the national interest and when they promote the pur 
poses of the Trade Reform Act. The specific mandatory and illustrative optional 
provisions specified under section 404 for inclusion in bilateral agreements are 
intended to ensure that the United States obtain benefits of real value in return 
for granting nondiscriminatory treatment, and that the rights and interests 
of American doing business with state-trading economies will be protected and 
facilitated. The obligations undertaken by both Communist countries and the 
United States must be reasonably balanced. They ned not be necessarily similar 
in nature.

The mandatory provisions apply both to the 1972 commercial agreement with 
the Soviet Union, which has not yet been implemented, and to agreements which 
may be negotiated with other Communist countries in the future. The provisions 
of bilateral commercial agreements and other provisions of Title IV do not in 
any way affect the United States system of export controls imposed on goods 
of strategic importance under other statutes or under international agreements 
such as COCOM. Bilateral commercial agreements must:

1. Be limited to a maximum period of three years. They may be renewed 
for additional periods of up to three years each only if a satisfactory balance 
of trade concessions has been maintained, and only if actual or prospective 
reductions of United States tariff and nontariff barriers under multilateral 
negotiations are satisfactorily reciprocated.

2. Be subject to suspension or termination at any time for national security 
reasons. The agreements shall not limit the right of either party to take action 
to protect national security interests.

3. Provide safeguard arrangements to prevent domestic market disruption.
4. Assure patent rights at least equivalent to those under the Paris Conven 

tion for the Protection of Industrial Property if the country is not a Party to 
that convention.
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5. Include arrangements for the settlement of commercial differences and dis 

putes.
6. Provide for consultations to review the operation of the agreement.
Section 404 also Usts illustrative provisions which bilateral commercial 

agreements may contain, such as (1) arrangements for the protection of indus 
trial rights and processes, trademarks, and copyrights; (2) arrangements for 
trade promotion; and (3) other commercial arrangements to promote the basic 
purposes of the Trade Reform Act. Other commercial arrangements could in 
clude provisions relating to supply access as well as to market access.

Countries which accede to the GATT usually undertake obligations and grant 
concessions which are similar in several respects to those which would apply 
under a bilateral commercial agreement. GATT members which would be cur 
rent potential candidates for nondiscriminatory tariff treatment under a multi 
lateral agreement are Romania, Hungary, and Czechoslovakia. Under Title IV, 
the President could extend nondiscriminatory treatment to these countries on 
the basis of the terms of their accession to the GATT or by concluding separate 
bilateral commercial agreements, subject to Congressional approval under the 
veto procedure of section 406.
2. Market disruption (section405)

The provisions of bilateral commerical agreements under section 404 gen 
erally relate to safeguards to protect and facilitate the conduct of business in 
state-trading countries. Section 405 provides the domestic authority to grant 
import relief to protect domestic producers from any disruptive effects of in 
creased competition in the United States due to imports from non-market- 
economy countries. Section 405 provides an alternative test with more liberal 
criteria—this is, relief is easier to obtain—than the criteria of the import relief 
provisions under Title II.

Consequently, a petitioner or other initiator of an import relief investigation 
under section 201 may opt to meet the injury criteria provided in section 201 
(b) (1) or may request the Tariff Commission to determine, pursuant to section 
405, whether imports from a country receiving nondiscriminatory treatment 
under Title IV are causing or are likely to cause market disruption and material 
injury to the domestic industry producing a like or directly competitive article. 
When a petitioner opts for the section 405 test in cases where imports originate 
both in one or more countries already receiving nondiscriminatory tariff 
treatment at the time of the enactment of the bill (i.e., all non-Communist 
countries and Poland and Yugoslavia) and countries receiving nondiscrimina 
tory treatment pursuant to Title IV, the Tariff Commission will apply the Title 
II test to the former and the Title IV test to the latter. In effect, the Tariff 
Commission will have to make two determinations simultaneously.

Market disruption under section 405 exists whenever imports of the like or 
directly competitive article are (1) substantial; (2) increasing rapidly both 
absolutely and as a share of total domestic consumption; and (3) offered for 
sale at prices substantially below prices of comparable domestic articles. "Ma 
terial injury" is a lesser degree of injury than the standard "serious injury" 
test under section 201. The Tariff Commission must find both market disruption 
and material injury for the domestic industry to become eligible for import 
relief under section 405. The term "comparable domestic article" with respect to 
prices is a narrower classification than "like or directly competitive article" 
since price comparisons must be made on as similar a specific product as pos sible to be valid and meaningful.

The factors, time limits, and procedures under sections 202 and 203 apply 
with respect to affirmative Tariff Commission findings of market disruption 
and material injury under section 405, except that the President may impose 
import relief measures either on imports from the country or countries granted 
noudiscriminatory tariff treatment under Title IV with respect to which it 
makes an affirmative finding when section 405, or against imports from all 
countries. (See suggested amendment.) Thus, if the Tariff Commission de 
termined that imports from a country or countries receiving nondiscriminatory 
treatment under Title IV met the injury criteria of section 405 while imports 
from other sources did not meet the injury criteria of section 201, the President 
would consider the application of relief measures only against imports from the 
country or countries receiving nondiscriminatory treatment under Title IV 
which are the suDJect of the findings. If both injury criteria are met, the Presi 
dent could consider applying the same remedy to all countries or apply dif-
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ferent remedies, such as increased tariffs for goods from countries currently 
receiving nondiscriminatory treatment and greater import relief on goods from 
countries receiving nondiscriminatory treatment under Title IV (if each of 
such countries is the subject of an affirmative finding under section 405).

The purpose for relaxing the criteria for determining injury under section 405 
is to provide domestic industry an adequate safeguard against imports from non- 
market countries, in which the government rather than market forces determine 
production levels, distribution, and the prices at which products are sold. The 
provisions of section 405 are in addition to the protection afforded under the 
Antidumping Act. The special safeguard provisions required under the bilateral 
commercial agreements may provide a further means for dealing with possible 
injurious import competition. The agreement with the Soviet Union, for example, 
provides that each government will take appropriate measures to ensure that 
its exports to the other country will not cause or threaten market disruption. 
Accession to the GATT could also involve reaffirmation of the special GATT 
obligations entered into by state-trading countries with respect to market 
disruption.
3. Congressional oversight (section JiQ6)

Section 406 enables the Congress to review and exercise control over commer 
cial relations with Communist countries through the Congressional veto proce 
dure. Whenever the President proclaims the initial extension of nondiscrimina 
tory tariff treatment through either a bilateral commercial agreement or a multi 
lateral agreement under section 403, he must submit to both Houses of Congress 
a copy of the proclamation and the agreement, and a statement of his reasons for 
extending the treatment. The proclamation will enter into effect only if neither 
House of Congress adopts a disapproval resolution by a majority of those present 
and voting within 90 days following submission of the documents.

Following submission of the semi-annual report on emigration laws and policies 
on or before December 31 of each year as required under section 402 (b), either 
House of Congress may disapprove the continuation of nondiscriminatory tariff 
treatment within 90 days. In this case, Column 2 rates of duty would be restored 
the following day on imports from the particular country.
4. Freedom of emigration (section 402)

Section 402 of H.R. 10710 precludes the granting of nondiscriminatory tariff 
treatment, the extension of "United States Government credits or guarantees, or 
the conclusion of a bilateral commercial agreement with any Communist country 
except Poland and Yugoslavia if that country does not accord its citizens the right 
or opportunity to emigrate or imposes certain taxes in connection with emigra 
tion. Specifically, a country is ineligible to receive nondiscriminatory tariff treat 
ment under a bilateral or multilateral agreement, or to receive credits or guar 
antees under a United States Government program, and the President cannot 
conclude a commercial agreement with such country during any period in which 
he determines that the country (1) denies its citizens the right or opportunity 
to emigrate; (2) imposes more than a nominal tax on emigration or on documents 
required for emigration; or (3) imposes more than a nominal tax, levy, fine, fee, 
or other charge on a citizen because he desires to emigrate to the country of his 
choice.

If the President determines that a country does not violate these tests, it 
will be eligible for nondiscriminatory tariff treatment, United States Government 
credits or credit guarantees, and a commercial agreement, but only after the 
President submits a report to the Congress of his findings. The report must con 
tain information on the country's emigration laws and policies and how they are 
administered. The President must also submit semiannual reports to the Con 
gress on current emigration policies during any subsequent period when nondis 
criminatory tariff treatment, export financing, or a bilateral commercial agree 
ment is in effect.

The actual effect of section 402 could be to effectively prevent the extension of 
nondiscriminatory tariff treatment or United States Government credits or 
guarantees to the Soviet Union, and thereby prevent both the October, 1972 com 
mercial agreement and the full settlement of lend-lease obligations from taking 
effect. Section 402 could also effectively prevent successful commercial negotia 
tions with certain other Communist countries affected by Title IV because of 
practices relating to emigration.

The emigration condition language of section 402 was added to th(j Trade
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Reform Act during its consideration in the House. The Administration has great 
concern about this language, particularly in its present form. The Administration 
believes that the effective prevention of extension of both non-discriminatory 
tariff treatment and of United States Government credits to certain Communist 
countries would have a damaging effect on the progress made to establish normal 
relations with Communist countries and would seriously impede efforts to achieve 
more harmonious international relations.

The Administration hopes that by working with the Senate, a solution to this 
problem can be found.

Johnson Debt Default Act and Fur SMn Embargo.—The Administration 
proposes the inclusion of two additional provisions in the Trade Reform Act of 
importance in enhancing East-West trade relations. These provisions are not 
included in H.R. 10710 as passed by the House of Representatives although they 
were included in the original bill submitted by the Administration.

First, section 706(g) of H.R. 6767 included a provision authorizing repeal of 
the Johnson Act. The Johnson Act, enacted in 1934, prohibits certain financial 
transactions by private persons in the United States with foreign governments 
which are in default of the payment of their obligations to the United States. 
The prohibited transactions include the making of loans and the purchase or sale 
of bonds, securities, or other obligations of the foreign government. Congress has 
virtually repealed the applicability of the Johnson Act to most countries 'by 
exempting any nation which is a member of the International Monetary 'Fund or 
the International Bank for Reconstruction and Development. The practical effect 
is to limit the applicability of the Act to some of the Communist countries.

The intention of the Act was not to regulate East-West trade, but to protect 
United States citizens from the sale of securities issued by governments likely 
to default. In spite of opinions of the Attorney General that normal commercial 
credits are not affected, the existence of the Act discourages commercial trans 
actions involving long-term or unusual financing methods.

The Johnson Act imposes a competitive disadvantage on American firms be 
cause it has the effect of discouraging sales of United States plant and equip 
ment which might otherwise -be exported. At a time when the United States has 
successfully concluded a lend-lease agreement with the Soviet Union and is nego 
tiating or contemplating debt settlements with other Communist countries, the 
retention of the Johnson Act is a barrier to East-West trade.

Second, section 796(f) of H.R. 6767 would have repealed headnote 4 to 
Schedule 1, part 5, subpart B of the TSUS, but was also deleted during the con 
sideration of the bill by the House Committee on Ways and Means. That head- 
note prohibits the entry into the United States of imports for consumption of 
ermine, fox, kolinsky, marten, mink, muskrat, and weasel furskins, raw or not 
dressed, which are the product of the Soviet Union or of the Peoples Republic of' 
China. The fur embargo was first enacted in 1951 at the same time that non- 
discriminatory tariff treatment was withdrawn from Communist countries. 
Presently, this extraordinary form of discrimination both inhibits trade in an 
arbitrary manner and acts as an irritant in our foreign relations. The Adminis 
tration believes that repeal will provide economic as well as political benefits 
to the United States.

Repeal is favored 'by United States furskin manufacturers but is opposed by 
domestic mink producers. The Administration believes that repeal of the fur 
embargo will not disadvantage domestic producers. With the exception of mink 
and muskrat, the embargoed furs are not produced commercially in the United 
States. Repeal of the embargo would not likely disrupt the domestic mink mar 
ket. Some imports of Soviet mink would be competitive in quality with some 
mink produced !by the United States ranching industry. However, the trade 
effects would probably be felt more by other foreign suppliers, as the quality of 
their mink more closely resembles Soviet mink. Quality differences and high 
Soviet consumption of its own production of muskrat indicate that repeal of the 
embargo would not likely cause any disruption of the United States market.

In the unlikely event that imports should prove disruptive, United States 
furskin producers will have at their disposal the various mechanisms under the 
Trade Reform Act for dealing with injurious import competition. These methods 
include the market disruption provisions under section. 405 and special safeguard 
provisions required under bilateral commercial agreements.
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TITLE V—GENERALIZED SYSTEM OF PREFERENCES

Title V grants authority to the President to fulfill an international commit 
ment to participate with other major developed countries in the extension of 
generalized tariff treatment for a period of ten years to imports from develop 
ing countries.

In April, 1967 President Johnson announced United States readiness to ex 
plore the possibility of granting temporary generalized tariff preferences to de 
veloping countries. After considerable internal and international consideration of 
their desirability and feasibility, President Nixon announced his decision in 
October, 1969 that the United States would participate in a system of generalized 
tariff preferences subject to Congressional approval. The major industrialized 
countries agreed at the second UNCTAD Conference in October, 1970 to seek 
authority necessary for the early establishment of a mutually acceptable system 
of non-reciprocal and nondiscriminatory generalized tariff preferences.

In June, 1971 the GATT contracting parties adopted a temporary waiver, 
under the terms of GATT Article XXV, of most-favored-nation obligations under 
GATT Article I to permit their implementation. Since then 17 major developed 
countries—including all major developed countries except the United States 
and Canada—have put generalized tariff preference schemes into effect.1

The main purpose of generalized tariff preferences is to increase the export 
earnings, promote the industrialization, and to accelerate the rates of economic 
growth of developing countries. It is generally recognized that developing coun 
tries must achieve a more rapid and sustained growth in their export earn 
ings in order to finance the increasing amount of imports .necessary for their 
economic development. Increased access to developed country markets through 
generalized tariff preferences can play an important role in promoting the eco 
nomic growth of developing countries 'by encouraging the diversification of their 
exports.

Approximately 75 percent of the foreign exchange earnings of developing 
countries utilized to stimulate their economic growth derive from exports. These 
exchange earnings must be greatly increased in order to finance their rapidly 
expanding requirements for capital goods and other essential materials for 
development, which in large measure can only be met by larger imports from the 
maior industrialized countries.

However, exports of developing countries as a group traditionally have not 
shared proportionally in the growth of world trade. This is largely due to the 
he-ivy fmnhasis of their exports of agricultural and primary industrial prod 
ucts which are traditionally subject in many cases to import restrictions _ in 
developed countries or to sharp price fluctuations. Manufacturing in developing 
countries is discouraged by the structure of tariffs in developed country markets 
which generally increase with the degree of processing. Imports of manufac 
tures from developing countries constitute only about 11 percent of total United 
Stntes imports of manufactures, and less than six percent of imports of manu 
factures for all developed countries combined.

Increased access to developed country markets through the granting of gen 
eralized tariff preferences on semi-manufactures and manufactures would 
promote the diversification of their exports, thereby stimulating _ economic 
growth. The developing countries which have expanded and diversified their 
exports have achieved considerable economic development; those with less ex 
port expansion have experienced more limited economic rates of economic 
growth. ...

The United States, as well as the developing countries, has a stake in the 
grnntinar of generalized tariff preferences. About 30 percent of our total _ exports 
are to the developing countries. Our trade surplus with these countries con 
stitutes a favorable element In our overall balance of trade. Export earnings of 
devploning countries, particularly those in Latin America, tend to flow substan 
tially back to the United States for the purchase of goods needed for economic 
development. Fostering economic development by mutually acceptaW* trade 
measures can also foster less reliance by developing countries on subsicl}es , im 
port nuotfis, and other trade-distorting devices which inhibit trade generally, 
including United States export opportunities.
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Fulfillment of the long-standing international commitment to participate in 

the granting of generalized, tariff preferences would also remove a source of political friction with developing countries. It would help to improve two-way 
political, as well as economic relations on the basis of a partnership in trade rather than on the donor-recipient basis under foreign aid. An improved climate in relations with developing countries is particularly important for continued assurance of adequate supplies of energy and other essential raw materials for which developing countries are a major source, and for their cooperation in 
achieving mutual objectives in the multilateral trade negotiations.

Generalized tariff preferences also provide an alternative to the steady pro 
liferation of special preferential trading arrangements between the European Community and developing countries. These arrangements discriminate among developing countries. They often involve the granting of preferences by develop ing countries to imports from the European Community ("reverse" preferences), which also discriminate against exports of the United States and other third countries. In sum, the granting of generalized tariff preferences is an important element in achieving the overall objectives under the Trade Reform Act of stimu lating economic growth and developing an open, non-discriminatory, and equitable 
trading system on a global basis.

Basic Provisions of Title V.—Section 501 of H.R. 10710 authorizes the Presi dent to provide duty-free treatment to imports of eligible articles from benefi ciary developing countries. In taking such action, the President must have due regard for: (1) its effect on furthering the economic development of developing countries; (2) the extent to which other major developed countries are under taking a comparable effort to assist developing countries through generalized tariff preferences ("burden-sharing") ; and (3) the anticipated impact on domes 
tic producers of like or directly competitive products. As stipulated under section 505, the authority to grant generalized tariff preferences is for a temporary ten- year period. Within five years after enactment, the President must submit a full and complete report to the Congress on the operation of the authority.

Title V contains specific guidelines and limitations on the designation of bene ficiary developing countries. It also contains various conditions, procedures, and safeguards with respect to the eligibility of articles for preferential treatment. Finally, there are specific limitations on the granting of duty-free preferential treatment. The purpose of these requirements and limitations is to provide maxi mum economic benefits to the developing countries under appropriate and ade quate conditions and to safeguard domestic United States industries against injury from increased import competition.
1. Beneficiary developing countries (section 502)

Title V does not include a definition of developing countries which would be designated beneficiaries of generalized tariff preferences. There are several definitions of developing countries used toy various Government agencies and by international organizations depending on the purpose involved. No single statis 
tical measurement, such as per capita GNP, provides an adequate and satisfactory criterion to determine different levels of development.

Section 502 does contain specific guidelines and certain mandatory conditions which must be met for a developing country to be designated by the President as a beneficiary:
1. A specific list of countries is included in the statute which are generally considered to be developed and, therefore, cannot be designated as beneficiaries. This list is similar to that in the interest equalization tax legislation. Its inclu sion in the statute does not imply that all other countries will be eligible for gen eralized tariff preferences.
2. A country must receive nondiscriminatory tariff treatment in order to be eligible, since it would be inappropriate to grant tariff preferences on imports from a country which are not even subject to the normal Column 1 rates of dutv. The countries currently ineligible, which are listed in headnote 3(e) of the TSUS, are all of the Communist countries except Yugoslavia, which has requested bene- fiicary status, and Poland, which has not. Czechoslovakia, East Germany, Hun gary, Poland and the U.S.S.R. are on the ineligible list as developed countries in section 502 and could not be designated in any event.
If nondiscriminatory tariff treatment is extended to a country under the pro visions and procedures of Title IV of the Trade Reform Act, its subsequent eligi bility for generalized tariff preferences is subject to the same provisions under section 502 which apply in designating other countries. If nondiscriminatory tariff treatment is subsequently withdrawn from any country initially desig-
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nated as a beneficiary of generalized tariff preferences, the beneficiary status 
must also be withdrawn or suspended. The Column 2 rates of duty applicable 
in the absence of preferences would be restored as required under section 504.

3. A developing country which grants preferential treatment to imports from 
a developed country other than the United States ("reverse" preferences) is in 
eligible unless it provides satisfactory assurances to the President that it will 
eliminate these "reverse" preferences before January 1, 1976. Generalized tariff 
preferences could be granted initially to a developing country providing such as 
surances, but they would be withdrawn or suspended under section 504 if "re 
verse" preferences have not or will not be eliminated before January 1, 1976. As 
noted on page 84 of the Committee on Ways and Means report on H.R. 10710, the 
mere extension to the United States of "reverse" preferences granted to another 
developed country is not sufficient to meet the requirement.

This "reverse" preference condition is consistent with and is intended to pro 
mote the overall purposes of the Trade Reform Act. It provides an incentive 
through the alternative of generalized tariff preferences to phase out the prolif 
eration of special trading arrangements between the European Community and 
developing countries in Africa and those bordering on the Mediterranean. A 
world-wide system of generalized tariff preferences removes the economic justifi 
cation for special preferential arrangements which discriminate against and dis 
advantage United States exports and those of other third countries.

4. Certain factors must be taken into account by the President in designating 
beneficiaries, namely: (a) an expressed desire by the country to be designated 
a beneficiary, in accordance with the "self-election" principle which donor de 
veloped countries have agreed generally to apply; (b) the level of the country's 
economic development, including its per capita GNP, standard of living, and other 
relevant economic factors to ensure a legitimate claim to developing country 
status; (c) whether or not other major developed countries are extending gen 
eralized tariff preferences to the country, in conformity with the agreement among 
the major donors to maintain "burden-sharing" through roughly comparable gen 
eralized tariff preference schemes; and (d) whether or not the country has na 
tionalized or expropriated United States property without prompt, adequate, and 
effective compensation.

As indicated on page 85 of the Committee on Ways and Means report, no one 
of these factors is individually controlling on the President's authority to desig 
nate beneficiary countries. While the factors are discretionary, they do con 
stitute guidelines and reflect certain expectations about countries to be desig 
nated beneficiaries. The factor relating to expropriation is also discretionary 
since automatic ineligibility for preferences could exacerbate the situation in 
some cases and provoke other adverse reactions rather than lead to a just 
settlement.

A "country" includes any foreign country, its overseas dependent territories 
or possessions, any United States insular possession (i.e., the Virgin Islands, 
Guam, and American Samoa), or the Trust Territory of the Pacific Islands, 
which meets the requirements and criteria under section 502. As pointed out 
on page 85 of the Committee on Ways and Means report, the designation of 
United States insular possessions is not intended to impair any benefits which 
they currently receive under headnote 3(a) of the TSUS, nor result in less ad 
vantageous treatment of their products than those of foreign countries. Under 
headnote 3(a), imports from insular possessions generally receive preferential 
duty-free treatment when they enter into the customs territory of the United 
States if they do not contain materials of foreign value exceeding 50 percent of 
the total value of the article. Products from insular possessions should continue 
to receive treatment under headnote 3(a) to the extent they would be entitled 
to more favorable treatment than under generalized tariff preferences.

Section 502 authorizes the President to provide, by Executive Order, for all 
member countries of a trade arrangement, such as a free trade area, customs 
union, or an association leading to the formation of an area or union, to be 
treated as a single unit for the purpose of beneficiary status under Title v. In 
order to be treated as one country, however, each member of the association 
must be eligible for designation individually as a beneficiary developing coun 
try. Exports of the member countries would be considered as exports of the asso 
ciation as a whole for the purposes of the rules of origin requirements under 
section 503 and the "competitive need" limitations under section 504. The move 
ment of goods among the members of the association prior to exportation to the 
United States would be disregarded. The purpose of this provision is to enhance
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the benefits of generalized tariff preferences to developing countries by increas 
ing the possibility of their being able to meet the rules of origin requirements 
as a unit.rather than as individual countries.

Section 502 also contains procedural requirements to keep the Congress con 
tinually informed of which countries are beneficiaries of generalized tariff pref 
erences. The President must give both Houses of Congress advance notification 
of his intention to designate any country as a beneficiary and the considerations 
upon which the decision is based. He must also provide both Houses of Congress 
at least 30 days advance notice of his intention to terminate the designation of 
any country as a beneficiary and the reasons for that decision.
2. Eligible articles (section 503)

Section 503 contains the procedures and criteria for the designation of products 
by the President to be eligible to receive generalized tariff preferences. It also 
contains rules of origin requirements which must be met for imports of an 
eligible article actually to receive preferential treatment. Generalized tariff 
preferences will apply principally to imports of semi-manufactures and manu 
factures. A selected number of agricultural and primary products may also be 
included. An "article" will generally refer to the five-digit tariff line items of the 
TSUS. There may be exceptions to this rule, however, if necessary to provide 
a coherent product category.

Certain procedures and criteria must be followed in designating particular 
articles as eligible. The purpose of these requirements is to prevent adverse ef 
fects on domestic industries and workers as a result of duty-free preferential 
treatment on particular products.

Prior to designating any article as eligible, the President must comply with 
the procedures of section 131-134 as if the granting of duty-free preferential 
treatment were a duty modification to carry out a trade agreement under section 
101. Under these procedures, the President shall publish and furnish the Tariff 
Commission with a list of proposed eligible articles. The Tariff Commission must 
provide advice to the President within six months as to the probable economic 
effects on domestic industries producing like or directly competitive articles and 
on consumers of granting duty-free preferential treatment on each article 
proposed for eligibility.

As required under section 503, the President will issue an Executive Order 
designating beneficiary developing countries before he submits a list of pro 
posed articles to the Tariff Commission for its advice. While the designation of 
beneficiary countries may change periodically, the Executive Order will provide 
the Tariff Commission a better basis on which to judge the probable domestic 
economic impact of preferential imports.

The President must also seek information and advice under section 132 from 
Executive branch Departments and other appropriate sources on the list of 
eligible articles and provide for public hearings under section 133. The President 
must receive the advice of the Tariff Commission (unless the six-month period 
has expired) and a summary of the public hearings prior to his granting duty- 
free preferential treatment on any article, as required under section 134.

There are a number of factors that might be considered in determining whether 
an article should be eligible or ineligible (or preferential treatment. One of these 
factors would be the desirability of reducing import barriers to supplies of 
essential materials from developing countries. The advice and other procedural 
requirements available under sections 131-134 are of sufficient scope to deter 
mine cases when such action is appropriate.

No article can be designated eligible for duty-free preferential treatment 
during any period when it is subject to import relief measures under section 203 
of this Act or section 351 of the Trade Expansion Act. If the article becomes sub 
ject to such import relief action under section 203 subsequent to its designation, 
its eligibility for preferential treatment will automatically terminate. As pro 
vided under section 203, the President may terminate duty-free preferential 
treatment without applying other import relief measures if the Tariff Com 
mission has determined in the course of its investigation under section 201 that 
the serious injury to the domestic industry is the result of generalized tariff 
preferences.

'As required under section 504, no rate of duty other than that which would 
otherwise apply to the article can be established upon termination of preferen 
tial treatment. For example, if imports of the article would be subject to a 
Column 1 rate of duty of 10 percent in the absence of preferences, when import 
relief is granted under section 203 (in a form other than an increase in Column 1
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rates or the termination of preferential treatment) then the duty must revert to 
10 percent. It does not become a higher rate or an intermediate rate between 
zero and 10 percent. However, if the import relief measure under section 203 
were an increase in the Column I rate from 10% to 30%, Imports of the article 
from beneficiary developing countries as well as from non-preferential sources 
would be subject to the 30 percent duty.

Any other forms of import relief under section 203 also apply to imports of 
the article from beneficiary developing countries. If the Tariff Commission deter 
mines that imports from a country granted nondiscriminatory tariff treatment 
under Title IV are the cause of injury, generalized preferential treatment would 
cease on all imports of an eligible articla An increase in the Column 1 rate 
could apply under section 405, however, on a non-MFN basis only to imports from 
a beneficiary developing country or countries which had been granted non- 
discriminatory treatment under Title IV.

In addition to the domestic safeguards under the standard import relief provi 
sions, duty-free imports under generalized tariff preferences will also be subject 
to the countervailing duty law as amended under section 331. Preferential im 
ports from a country of goods on which a bounty or grant is paid or bestowed 
and which the Tariff Commission determines cause injury to the domestic in 
dustry would be subject to countervailing duties.

As contemplated on page 87 of the Committee on Ways and Means report, the 
President will take into account the economic interests of United States insular 
possessions in designating eligible articles. This would include consideration of 
whether the granting of generalized tariff preferences on a particular article 
would adversely affect the trade and thereby the economic development of in 
sular possessions. The Administration also interprets the advice of the Tariff 
Commission under section 131 on the probable impact of granting preferential 
treatment on "United States manufacturing, agriculture, mining, fishing, labor, 
and consumers" to encompass the impact on the economic activity of United 
States insular possessions.

Once an article is designated eligible for generalized tariff preferences, im 
ports of the article must meet specific rules of origin requirements under section 
503 in order actually to receive preferential treatment.

1. The articles must be imported directly from a beneficiary developing country 
into the customers territory of the United States.

2. The value added in the beneficiary developing country, including the cost or 
value of materials produced in that country plus the direct costs of processing 
operations performed in that country; must equal or exceed a minimum percent 
age not less than 35 percent or more than 50 percent of the appraised value of the 
article when it enters the United States customs territory. The Secretary of the 
Treasury will prescribe the minimum percentage by regulations. It must be ap 
plied uniformly to all eligible articles from all beneficiary developing countries. 
The regulations will also govern direct importation and determine what con 
stitutes "direct costs" of processing operations, including the treatment of execu 
tive compensation.

The rules are designed to ensure that the benefits of generalized tariff prefer 
ences actually accrue to beneficiary developing countries. The minimum percent 
age may be adjusted periodically within the range of 35-50 percent in the light of 
actual experience. The effect of various percentage levels of value-added on trade 
patterns cannot be determined in advance. Adjustment within the range can per 
mit maximum benefits for beneficiary countries and, at the same time, prevent to 
the maximum extent possible the stimulation of "pass-through" operations which 
would primarily benefit enterprises in developed countries.

Tor example, as indicated on page 87 of the Committee on Ways and Means 
report, the Secretary of the Treasury would pay particular attention to the pat 
tern of imports under generalized tariff preferences which are otherwise subject 
to relatively high rates of duty and which contain a high proportion of manufac 
tured components produced in developed countries. The minimum percentage of 
value-added in beneficiary developing countries would be adjusted upward if such 
imports were increasing rapidly and substantially. The adjustment would be a 
means to prevent circumvention of duties by developed countries and to confine 
the benefits of the system to the countries intended.
3. Limitations on preferential treatment (section 50^)

Section 504 authorizes the President to withdraw, suspend, or limit duty-free 
preferential treatment at any time on any article or with respect to any ben^ficiary 
developing country. In taking such action the President must consider the factors
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under section 501 which led to the granting of generalized tariff preferences and 
the criteria under section 502 taken into account in designating beneficiary coun 
tries. As in the case of import relief action, the withdrawal or suspension of pre 
ferential treatment for other reasons restores the rate of duty applicable to the 
article in the absence of generalized tariff preferences. An intermediate rate of 
duty cannot be established.

The GATT waiver to most-favored-nation obligations, which permits the exten 
sion of generalized tariff preferences, notes the view of the developed countries 
that the granting of generalized tariff preferences "does not constitute a binding 
commitment and that they are temporary in nature." Consequently, the with 
drawal, suspension, or limitation of preferences under section 504 will not give 
rise to international obligations under the GATT or to use of the authority under 
section 124 for payment of compensation. The reduction of Column 1 rates of 
duty under bilateral or multilateral trade agreements would also not give bene 
ficiary developing countries a right to compensation for the reduction in their 
margins of preferential treatment.

The President must withdraw or suspend the designation of a developing coun 
try as a beneficiary if it is no longer eligible for nomliscriminatory (Column 1) 
tariff treatment or if it grants "reverse" preferences to a developed country and 
has or will not eliminate such preferences before January 1,1976.

In addition, preferential treatment cannot be granted initially or must be with 
drawn or suspended subsequently on a particular article from a particular l»ene- 
ficiary country which supplies, directly or indirectly, more than $25 million of the 
article or at least 50 percent of the total value of United States imports of the 
article during the latest calendar year. The country will cease to be eligible for 
duty-free treatment on the article within 60 days after the end of the calendar 
year, unless the President publishes a determination within that period that 
the national interest warrants the grant or continuation of preferential treat 
ment. National interest considerations could include, for example, a need to re 
move trade barriers to imports of an article in short supply. Preferential treat 
ment could be restored at a subsequent time, subject to the procedures under sec 
tion 503.

The authority under section 504(a) would permit the President to withdraw 
or suspend preferential treatment with respect to any article or from any bene 
ficiary country. Withdrawal or suspension might be warranted, for example, 
if a country has clearly demonstrated its competitiveness in the article and is 
preempting potential benefits from least developed countries.

This "competitive need" formula is designed to confer the benefits of generalized 
tariff preferences to developing countries which do not demonstrate their ability 
to gain access to and compete in the United States market at present rates of 
duty. On the other hand, countries which no longer need generalized prefer 
ences to promote their economic development will not continue to receive un 
necessary benefits. The scheme is designed to confer greater benefits to the least 
developed countries which need them the most. They will not have to compete 
on an equal basis with the more competitive products of advanced developing 
countries. Furthermore, it permits a gradual return to most-favored-nation 
treatment as industries in beneficiary developing countries become more competi 
tive.

The "competitive need" feature of the United States scheme has several dis 
tinct advantages over the tariff-quota system used in the generalized prefer 
ence schemes of the European Community and Japan. Under the tariff-quota 
approach, all developing countries lose preferential access in a particular vear 
once the quotas for the particular product are filled for that year. Preferential 
access under the "competitive need" formula will be removed only from an in 
dividual supplying country which has demonstrated its competitiveness in the par 
ticular product. The formula approach also does not pose the uncertainties under 
a tariff-quota of no single supplier knowing in advance whether it will receive 
preferential treatment because of other suppliers already filling the quota. Final 
ly, it avoids the bureaucratic control apparatus and budgetary cost necessary to 
administer tariff quotas on a wide scale.

The "competitive need" approach reflects the recommendations of the Presi 
dent's Commission on International Trade and Investment (the Williams Com 
mission). It proposed that generalized tariff preferences be limited to countries 
'which need the benefits in order to become competitive.

The Commission also recommended that the responsibility for providing im 
proved access for developing country exports be shared equitably overall 
and with respect to individual products among the major developed countries.
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Given the complexities and non-uniformity of the various schemes in effect, it 
is impossible to determine the precise comparative impact on donor country 
imports in advance. There may be different results under the same system, or 
comparable results under varying schemes depending on such factors as dif 
ferences in demand and supply, product coverage, relative pirce changes, and cus 
toms administration. There is also no single appropriate yardstick to measure 
"burden sharing." Consequently, an OECD review mechanism will monitor and 
assess the various systems and recommend modifications as necessary in the light 
of actual experience to achieve this purpose.

ATTACHMENT A 

SUGGESTED AMENDMENTS TO H.R. 10710, THE TRADE REFORM ACT OF 1973
Most of the amendments contained in this paper are designed to improve 

H.R. 10710. A few of these proposals are substantive, but most are technical. 
The effect of each of the amendments is described along with the technical 
changes which would be required in the bill. The more important of the follow 
ing amendments are: the amendment to the purposes of the bill, to include 
access to supply (sec. 2) ; the amendment to the countervailing duty law (sec. 
221) ; the inclusion of other circumstances in which a balance-of-payments sur 
charge may be applied on a non-MFN basis (sec. 122) ; the repeal of the fur 
embargo affecting the USSR and the People's Republic of China, and the repeal 
of the Johnson Debt Default Act.

While the amendments presented herein are not necessarily all the sugges 
tions the Administration may have, they are the result of extensive interageuey 
consultations.

SEC. 2. STATEMENT OF PUBPOSE

Purpose of Amendment.—To broaden the purposes of the Act to include supply 
access.

Text of Amendment.—Strike the word "and" on p. 5, line 7 and the period 
at the end of line 11; insert at the end of line 11 " ; and" and add the following 
new subparagraph:

"(3) to promote fair and equitable access to the supplies needed for orderly 
economic growth and development."

Rationale.—Since the introduction of the Trade Reform Act of 1973, the 
scope of the economic problems which require multilateral negotiations as well 
as domestic authority has broadened. Problems of short supply and supply 
access have come to be recognized as being of increasing importance both to for 
eign countries and the United States. The purposes of the Act should be amended 
to reflect this change of circumstances explicitly, although the purposes cur 
rently provided in the bill are broad enough to include supply access objectives.

SEC. 102 (a). NONTARIFF BABBLER AGREEMENTS (CONGRESSIONAL FINDING)

Purpose of Amendment.—To clarify that included in the nontariff barrier 
agreement authority is the authority to negotiate on access to supplies.

Text of Amendment.—The first sentence of sec. 102(a), p. 7, line 16, is amended 
to read as follows:

"(a) The congress finds that barriers to (and other distortions of) international 
trade are reducing the growth of foreign markets for the products of United 
States agriculture, industry, mining, and commerce, diminishing the intended 
mutual benefits of reciprocal trade concessions, preventing fair and equitable 
access to supplies, and preventing the development of open and nondiscriminatory 
trade among nations." (new language italicized).

Rationale.—By including in the findings of Congress a finding that nontariff 
barriers to (and other distortions of) international trade are preventing fair and 
equitable access to supplies, it becomes clear that Congress views denial or limi 
tation of access to supplies as among the trade barriers and distortions on which 
the President is authorized to negotiate.

SEC. 102 (b) (1). NTS AGREEMENT AUTHOBITT

Purpose of Amendment.—To provide explicitly that section 102 includes au 
thority to enter into agreements to refrain from the imposition of barrier^ t0 or 
other distortions of trade in cases where such barriers are not currently
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Text of Amendment.—Section 102(b) (1), p. 8, lines 12-21, is amended to read 
as follows:

"(b) (1) Whenever the President determines that any barriers to (or other dis 
tortions of) international trade of any foreign country or the United States are 
unduly burdening and restricting the foreign trade of the United States, or that 
the imposition of such barriers would so burden or restrict the foreign trade of 
the United States, and that the purposes stated in section 2 will be promoted 
thereby, the President, during the 5-year period beginning on the date of enact 
ment of this Act, may enter into trade agreements with foreign countries or in 
strumentalities providing fof the reduction or elimination of such barriers or 
other distortions, or the -prohibition or limitation of the imposition of such har 
riers or other distortions, (new language italicized).

Rationale.—In the tariff area, the absence of a binding preventing a country 
from increasing a fate of duty is clearly a barrier to trade even if the country does 
not currently impose any duty. The country would be free at any time to increase 
its rate of duty to a prohibitive level. This acts as a barrier to trade. Similarly 
in the nontariff area, the absence of any obligation by a country to refrain from 
imposing a nontariff barrier can act as a barrier to trade. Thus it is important 
that the nontariff barrier to trade. Thus it is important that the nontariff barrier 
authority in the trade bill clearly extend to agreements binding the parties to 
refrain from the use of nontariff barriers of particular types in cases where they 
do not currently impose such barriers.

SEC. 102 (g) . RELATIONSHIP OF NTB AND TAEIFT AGREEMENT

Purpose of Amendment.—To clarify the application of Sec. 102 to the conver 
sion of nontariff barriers into tariffs; to clarify the relationship of sec. 102 agree 
ments (which convert NTB's into tariffs) to sec. 101 agreements which provide 
for duty reductions on the same product; and to make explicit the non-application 
of staging requirements to reduction of a tariff resulting from conversion of an 
NTB.

Text of Amendment.—Delete section 102(b) (2), p. 8, lines 22-25, and amend 
section 102 (g), p. 12, lines 11-24, p. 13, lines 1-10, to read as follows :

"(g) (1) Except as provided in this subsection, no trade agreement entered 
into under this section may provide for any modification in a rate of duty Im 
posed by the United States.

(2) (A) In any trade agreement entered into under this section, it may 
be provided that any trade barrier (or other distortion) of the United 
States with respect to any article may be converted into a rate of duty 
affording substantially equivalent tariff protection, if there is submitted to 
the Congress, at the time of or before the submission of the agreement 
entered into under this section, the determination by the Tariff Commission 
of the rates of duty which afford substantially equivalent protection to the 
barrier (or other distortion) of the United States which is being converted ;

(B) Any such agreement may further provide for the reduction of part 
or all of that portion of the rate of duty resulting from the conversion of 
the trade barrier (or other distortion) of the United States which is attribu- 
able to such conversion if, in addition to meeting the requirements of sub- 
paragraph (A), a clear statement of the reduction (if any) proposed to be 
made (or which has been made) under section 101 with respect to the 
Column 1 rate of duty for such article is submitted to the Congress at the 
time of or before the submission of the agreement entered into under this 
section.

(3) Any such agreement may also provide, without reference to the 
requirements of section 103, for the staging of the reduction of part or all of 
that portion of the rate of duty resulting from the conversion of the trade 
barrier (or other distortion) of the United States which is attributable to 
such conversion; and

(4) Unless the agreement entered into under this section, upon being 
submitted to the Congress, was accompanied by a clear statement of the 
reductions proposed to be made under section 101 with respect to the Column 
1 rate of duty for such article, or such statement had been submitted 
before the time of the submission of the agreement under this section, no 
agreement may be entered into thereafter under section 101 reducing to any 
extent the rate of duty with respect to such article."

Rationale.—These amendments are technical and are designed to implement 
the intent of the House bill. What is currently section 102(b) (2) is brought
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together with current subsection (g) in order that -all of the provisions govern 
ing the use of section 102 for conversion of NTB's into tariffs are located in one 
place. A Tariff Commission determination is required for all conversions and 
not just for those where a section 101 agreement is being contemplated with 
respect to the article in question.

Under the House bill, an agreement implemented tinder section 102 can pro 
vide for the staging of converted nontariff barriers. However, this is not ex 
plicitly stated.

A further clarification is that there may be a conversion of a given NTB into 
a tariff even though there has already been a reduction in the Column 1 rate 
of duty with respect to the article involved. The purpose of paragraphs (g) (3) 
and (4) is to assure that the Congress has before it full information both with 
respect to the proposed NTB agreement and the use of the tariff authority with 
respect to a given article when it must decide whether or not to disapprove the 
NTB agreement under Section 102.

SEC. 102(1). SELECTIVE APPLICATION OP NTB A6EEEMENTS

Purpose of Amendment.—To clarify that, if desired, benefits under Sec. 102 
agreements may be applied solely to signatories.

Text of Amendment.—Section 102 is amended by adding at the end thereof, 
p. 13, line 13, the following new subsection:

"(i) If it is consistent with the agreement negotiated under the authority 
of this section, and the proclamation and orders submitted pursuant to subsec 
tion (f) of this section so provide, the benefits and obligations of any agree 
ment entered into under this section may be applied solely to parties to such, 
agreement."

Rationale.—Many nontariff barrier agreements are not by their nature capa 
ble of being applied to all countries. For example, an agreement which provided 
that health inspections of animals would not be required at the border given 
an adequate foreign inspection pursuant to internationally agreed rules, might 
apply only to countries able to meet the agreed international standard; an agree 
ment on subsidies might provide for stricter rules for developed countries than 
less developed countries. In such cases the sanctions for violating the agreement 
would be applied solely to signatory countries.

Since the nondlscrimination requirement contained in section 127 of the hill 
now applies only to duties and other import restrictions or duty-free treatment 
proclaimed in carrying out any trade agreement under Title I, the amendment 
clarifies, withotit materially altering, the bill. The type of situation in which 
it would be desirable to apply the benefits or obligations of an agreement on a 
selective basis would generally not be those in which a duty, duty-free treatment, 
or another import restriction is being applied pursuant to the NTB agreement. 
Rather, import restrictions applied on a selective basis will generally be those 
applied pursuant to other U.S. laws, although the NTB agreement could estab 
lish limitations on the manner of their application.

In order to induce other countries to sign NTB agreements, it will often be 
necessary in this new round of negotiations to apply the benefits of an NTB 
agreement only to signatories. Currently, for example, the principal subsidies 
obligation of the GATT is adhered to by only 17 countries, but the obligation 
not to subsidize under that provision is extended by signatories to all GATT 
members. There is little incentive for other countries to become signatories if 
they can receive all the benefits without incurring any of the obligations, merely 
by failing to adhere to the obligation themselves.

SEC. 103. STAGING

Purpose of Amendment.—To provide that tariff reductions are not tolled dur 
ing a period when a particular stage is not in effect due to a temporary reduc 
tion in the rate; and to eliminate the necessity for staging tariff redactions 
where the tariff rate is suspended by act of Congress.

Text of Amendment.— (1) Amend subsection 103(c) (2), p. 14, line 2ofC., to 
read as follows:

"(c)(2) If any part of a reduction takes effect, then any time thereafter, 
during which such part of the reduction is not in effect by reason of legislation 
of the United States or action thereunder which temporarily increases the rate 
of duty, shall be excluded in determining—
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(A) that 1-year intervals referred to in subsection (a) (2), and
(B) the expiration of the 15-year period referred to in paragraph (1) 

of this subsection,"
(2) Add a new subsection, after line 2, p. 15, as follows :
"(d) Subsection (a) shall not apply in the case of any article with respect 

to which the duty has been suspended by act of Congress, as of the date of 
enactment of this Act or on any day thereafter during which this section would 
have required the staging of tariff reductions."

Rationale.—The above are minor but useful amendments to the staging 
requirement.

Under TRA section 103, staging is tolled during any period in which a tariff 
reduction is not in effect. In prior law this was used to prevent an accumulation 
of stages during a period when an escape clause action was in effect so that 
upon the termination of that action there was not a sharp decrease in the 
tariff. This is still a useful provision. However, this Act includes tariff suspen 
sion authorities, e.g., the short supply authority. It would not be useful to re 
quire the interruption of staging of the tariff reductions on an item during the 
period in which the duty has been suspended under section 123 because of a 
shortage of the import. For these items, the staging should be deemed to have 
continued uninterrupted without reference to the fact that there might have 
been a suspension.

There are also cases in which there ought not to be a staging requirement at 
all. Where Congress has enacted a duty suspension, the Congress has made a 
judgment that no tariff is warranted on a given article at the time. It would 
be illogical to require that, if the duty is to be eliminated pursuant to a trade 
agreement, the tariff be first increased and then reduced in steps when its im 
mediate elimination is desirable.

SEC. 121 (a). GAIT REVISION (SUPPLY ACCESS)

Purpose of Amendment.—To include new rules on supply access among the 
goals for reform of the international trading system; to provide a negotiating 
mandate from the Congress with respect to reform of the international trading 
system which allows greater flexibility with respect to the means of achieving 
the stated goals.

Teat of Amendment.—Section 121 (a), p. 15, line 7, ff., as amended to read as 
follows:

"(a) The President shall, to the extent possible and consistent with United 
States interests, as soon- as practicable, seek international agreement on prin 
ciples promoting the development of an open, nondiscriminatory, and fair world 
economic system, including (but not limited to) :

(1) the establishment of an international decision-making machinery 
which more nearly reflects the world balance of economic interests ;

(2) the adoption of an international safeguard mechanism which takes 
into account all forms of import restraints countries use in response to 
injurious competition or threat of such competition;

(3) the extension of international trade rules to conditions of trade not 
presently covered in order to move toward a fairer world trading system ;

(4) the adoption of fair labor standards and of public petition and con 
frontation procedures;

(5) adjustment in the treatment by international rules of border adjust 
ments for internal taxes to redress the disadvantage to countries relying pri 
marily on direct rather than indirect taxes for revenue needs ;

(6) international recognition of import surcharges as the preferred means 
by which industrial countries may handle balance-of-payments deficits in 
sofar as import restraint measures are required ; and

(7) the improvement and strengthening of GATT and other international 
rules and procedures with reference to problems of supply access and the 
promotion of principles of fair access to supplies and effective consultative 
procedures on problems of supply shortages."

Rationale.—The proposed amendment has been suggested in order to con 
form the Congressional directive to the President to the practical problems in 
volved in the revision of the rules governing international trade and, in par 
ticular, th,e GATT. The House version of Sec. 121 (a) is directed toward formal 
revision of the GATT. However, it may be in many cases much more prac 
tical and productive if the President seeks to negotiate protocols or supplementary
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agreements designed to reform the existing rules of international trade either 
as part of, or separate from, the GATT. Thus the amendment listed above does 
not, address itself specifically to individual articles of the GATT. In addition, 
the amendment recognizes the difficulty posed by a very detailed negotiating 
directive. Thus, the President is directed to seek only the types of international 
rules listed in section 121 (a) if they can be obtained in a form that is con 
sistent with the best interests of the United States.

A series of negotiating requirements which are too inflexible can serve as a 
pretext for foreign countries to refrain from entering into agreements with the 
United States which may not fulfill the Congressional directive in every par 
ticular. For example, a separate protocol might accomplish the objective of 
achieving an international safeguard system without amendment of Article 
XIX of the GATT. Our trading partners could resist concluding such a protocol 
on the grounds that it was outside the mandate of the U.S. negotiators.

While several of the above objectives contained in the House bill may be very 
difficult to accomplish, none of them have been deleted in the above amendment. 
Added to the list of House amendments is a directive with respect to negotiating 
on questions of access to supplies and consulting on supply problems.

SEC. 122. BALANCE-OF-PAYMENTS AUTHORITY

Purpose of Amendment.—To provide that surplus actions be of 'broad product 
coverage ; and to provide that a balance-of-payments surcharge can be applied on 
a non-MFN basis in order to exempt certain countries.

Text of Amendment.— (1) Amend section 122(b) by inserting a period instead 
of a semi-colon at the end of line 9 on p. 18, and by adding a new sentence in 
lieu of lines 10 through 15 on p. 18, to read as follows :

"Import liberalizing actions proclaimed pursuant to this subsection shall be 
of broad and uniform application wTith respect to product coverage except that the 
President shall not proclaim measures under this subsection with respect to 
those articles where in his judgment such action would cause or contribute 
to material injury to firms or workers in any domestic industry, including 
agriculture, mining, fishing, or commerce, or to impairment of the national 
security, or would otherwise lie contrary to the national interest."

(2) Subsection (c) (2), p. 18, line 244ft., is amended to read as follows:
"(2) Notwithstanding paragraph (1) —

(A) if the President determines that the purposes of this section would 
best be served by action against one or more countries having large or 
persistent balance-of-payments surpluses, he may exempt all other countries 
from such surcharge; and

(B) if the President determines that the purposes of this section would 
be served and that serious injury to the economies of one or more other 
countries could be avoided by such action, he may exempt such countries from 
such surcharge."

Rationale.—The first of the two amendments is designed to assure that import 
liberalizing measures taken when the United States is in a surplus position are 
designed for a general impact on the trade account rather than to change import 
barriers on individual items selectively. This requirement is symmetrical with the 
requirement on import restricting actions contained in section 102(d).

The second of the two amendments is designed to allow the President to 
exempt countries upon which import restricting actions might have a very severe 
impact pending the entry into force of new rules regarding the application of 
surcharges.

It is important that the Administration not be effectively proscribed from using 
the balance-of-payments authority itself because the impact on a country or 
group of countries would be unacceptably harsh. Thus, authority should be added 
to exempt a country or group of countries whose trade with the United States 
may represent a sizeable proportion of their international trade. It has also 
been widely recognized that it may be desirable to exempt developing countries 
from such measures.

SEC. 123 SHORT SUPPLY AUTHORITY

Purpose of Amendment.—To provide special authorities to enable th<» Presi 
dent to remove import barriers to imports of articles in short supply.

Text of Amendment.— (1) Section 123, p. 21, lines 9-21, is amended by substi 
tuting therefor the following:
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"SEC. 123. AUTHORITY TO SUSPEND IMPORT BARRIERS TO ALLEVIATE SHORT SUPPLY
CONDITION'S

(a) Whenever the President determines that (1) a condition of short supply 
exists or such condition may be Imminent and (2) such condition may be avoided, 
eliminated or alleviated by the reduction or suspension of any duty or other 
import restriction he may, with respect to any article, imports of which are 
dutiable or subject to any other import restriction,

(1) proclaim a temporary reduction in, or suspension of, the duty (in 
cluding any duty imposed under the Antidumping Act, 1921 (10 U.S.C. 160, 
et. seq.), or section 303 of the Tariff Act of 1930 (19 U.S.C. 1303), applicable 
to such article) ; and

(2) proclaim a temporary increase in the value or quantity of such article 
which may be imported under any import restriction."

(2) Subsection 123 (e), p. 22. line 20ff., is amended by striking therefrom the 
words "150 days" on line 22. and inserting in lieu thereof "one year".

Rationale.—Increasingly there will be situations in which an article which 
is imported is in short supply. Thus the focus of this section should be changed 
to the short supply situation rather than to counter general inflation. The short 
supply situation may occur where antidumping or countervailing duties would 
be applied. In such cases there should be authority both to reduce temporarily 
tariffs or quotas and to reduce temporarily or suspend those additional duties 
applicable to articles by virtue of these two statutes. In addition, more time is 
necessary to evaluate the effect of the suspension of duties or increase of imports 
under a quota before the Congress must act to preserve the duty suspension or 
quota liberalization. There would be much better information on which to 
evaluate the experience under the action if a year rather than 150 days were 
the maximum period that an action could be maintained prior to obtaining legislation.

SEC. 124. COMPENSATION AUTHORITY

Purpose of Amendment.—To clarify the application of the compensation au 
thority where the article upon which a new concession is to be granted has been 
subject to a duty reduction under Sec. 101 which Is in the process of being staged ; 
and to provide authority to round tariff rales where this would simplify computations.

Text of Amendment.—Section 124(b) is amended by inserting "(1)" at the 
beginning of the subsection (p. 23, line 15), and inserting the following at the end of the subsection (at line 17) :

"Where the existing rate of duty at any time is an intermediate stage under 
section 103, the proclamation made pursuant to section (a) may provide for the 
reduction of each stage proclaimed under section 101 by not more than 30 per 
cent of such stage, and may provide for a final rate of duty which is no more 
than 30 percent below the rate of duty proclaimed as the final stage under sec tion 101.

(2) If the President determines that such action will simplify the computa 
tion of the amount of duty imposed with respect to an article, he may exceed 
the limitation provided by subsection (b) of this section by not more than which ever of the following is lesser :

(A) the difference between the limitation and the next lower whole num ber, or
(B) one-half of 1 percent ad valorem."

Rationale.—Section 124 does not take into account the problem of the staging 
of concessions. After a major round of trade negotiations, most tariffs will be 
in the process of being reduced in stages. Compensation which is paid in the form 
of a reduction of an intermediate stage would not necessarily be reflected in 
subsequent stages unless the above amendment is made. The ro'unding authority 
is identical to that contained in section 103 and is designed to avoid encumbering 
the Tariff Schedules with fractional rates.

SEC. 125. AUTHORITY TO KENEGOTIATE DUTIES

Purpose of Amendment.—To change the title to more accurately reflect the 
substance of the section: to clarify the relationship of this authority to tariffs 
on items which are in the process of being reduced in stages; to combine the 
limitations on each of the two years of this authority to make one overall lim-
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itation for the two years; to clarify the relationship of the staging and rouncling 
authorities contained in section 103 to the use of this authority.

Text of Amendment.—(1) The title of section 125. p. 23, line 21, is amended to 
read as follows: "TWO-YEAR RESIDUAL AUTHORITY TO NEGOTIATE 
DUTIES."

(2) Subsection 125(b), p. 24, line lOff., is amended to read as follows: 
"Agreements entered into under this section shall not provide during the two 

year period specified in subsection (d) for the reduction of duties, or the con 
tinuance of duty-fee treatment for articles which account for more than a total 
of 4 percent of the value of United States imports for the most recent 12-inonth 
period for which import statistics are available.''

(3) Subsection (c) (1), p. 24, line 16ff., is amended by adding at the end thereof 
the following new sentence :

"Where the existing rate of duty at any time is an intermediate stage under 
section 103. the proclamation made pursuant to section (a) may, insofar as con 
sistent with the provisions of subparagraph (2), provide for the reduction of 
each stage proclaimed under section 101 by not more than 20 percent of such 
stage, and provide for a final rate of duty which is no more than 20 percent 
below the rate of duty proclaimed as the final stage tinder section 101."

(4) Subsection (c), p. 24, lines 16-24, is amended by adding at the end thereof 
the following new paragraph :

"(3) If the President determines that such action will simplify the com 
putation of the amount of duty imposed with respect to an article, he may 
exceed the limitation provided by subsection (c) (1) of this section by not more 
than whichever of the following is lesser:

(A) the difference between the limitation and the next lower whole 
number, or

(B) one-half of 1 percent ad valorem."
Rationale.—The title of this section is changed to more accurately reflect the 

limits of the authority which were adopted by the House.
The section currently contains the limitation that it cannot affect more 

than 2 percent of the value of United States imports in a given year. Since 
the authority is only granted for a 2-year period, it would provide somewhat 
greater flexibility to use a total limit of 4 percent of the annual value of the 
United States imports rather than 2 percent per year.

The amendment which relates to the effect of this authority on staging cures 
the same problem that was present in section 124. This amendment makes 
it possible to reflect the concession granted vinder this section in full in the 
finnl concession rate after the authority of Sec. 101 and this section have been 
utilized, within, however, the overall limits of section 101. Another of the 
amendments grants rounding authority to simplify computation. There is no 
staging requirement in Sec. 124 or Sec. 125 because of the small amount of duty 
reductions that are allowed under these two sections.

SEC. 126. TERMINATION AND WITHDRAWAL AUTHORITY

Pin-note of Amendment.—To clarify the relationship between the withdrawal 
and termination authority: to prevent springback in cases of withdrawal as 
we1 ! as in cases of termination unless the President acts pursuant to the 
authority contained in section 126 to restore nrior rates of duty; to delete the 
1-year Imitation on anti-springback; and to allow a national interest waiver of 
the prior hearing requirement.

Text of Amendment.— (1) Subsection 126(c), p. 25, line 5ff., is amended by 
substituting for the words "in addition to exercising the authority contained 
in subsection (b)" the words "in addition to any exercise of the authority 
contained in subsection (b)".

(2) Subsection 126(d), p. 26, lines 12-25. is amended to read as follows:
"Duties or other import restrictions required or appropriate to cairy out 

any trade agreement entered into pursuant to this Act. section 201 of th^ Trade 
Expansion Act of 1962. or section 350 of the Tariff Act of 1930, shall not be 
affected by any termination, in whole or in part, of such agreement, Or any 
withdrawal or suspension of any obligation under such agreement, ai\(j shall 
remain in effect after the date of such termination, withdrawal or suspension, 
unless the President by proclamation provides that such rates shall be increased 
pursuant to subsections (b) or (c), section 255(b) of the Trade Expansion Act 
of 1962, or section 350 (a) (6) of the Tariff Act of 1930. Within 60 days of any
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such termination, withdrawal, or suspension, the President shall transmit to the 
Congress his recommendations as to the appropriate rates of duty for all 
articles which were affected by the termination, withdrawal, or suspension, 
or would have been so affected but for the preceding sentence."

(3) Subsection 126(e), p. 27, lines 1-5, is amended by adding at the end 
thereof the following:
"unless the President determines that such prior hearings would be contrary 
to the national interest because of the need for expeditious action, in which 
case he shall provide for a public hearing promptly after such action."

Rationale.—These clarifying amendments are designed primarily to remove 
ambiguities in the existing text. In subsection (c), the erroneous implication 
may be given that the President must exercise both the termination and the 
withdrawal or suspension authorities together. This was not the intention of 
the Administration or the House.

The second amendment is designed to extend current subsection (d) which 
prevents a termination from resulting in a "spring-back" to the pre-conces- 
sion rate, to eases where withdrawal or suspension has taken place and spring- 
back should be prevented. Thus, unless the President acts to put back into 
effect the earlier rate, no termination, withdrawal or suspension will result 
in spring-back.

For example, this would allow the President to withdraw a concession under 
an international agreement pursuant to our rights under the international agree 
ment, in response to a foreign action. But he would not have to increase the 
U.S. rate of duty at once. He might not wish to if the foreign country had with 
drawn a concession but had not itself increased the applicable rate of duty 
on United States products. This has happened in the .past and there should 
be sufficient flexibility to apply concession rates on a He facto basis pending 
foreign action which restricts U.S. exports and. thereupon requires a response.

The last of the above amendments allows the President to act quickly without 
the necessity of a prior public hearing. He can thus respond expeditiously when 
it is in the best interests of the United States that immediate retaliation or 
response be given to a foreign action. In these cases he will still be required 
to provide a public hearing but it would not have to be held prior to his action.
SECTION 128. BESEEVATION OF ARTICLE FOB NATIONAL SECURITY OE OTHEE REASONS

Purpose of Amendment.—To clarify the impact of the reservation upon broad 
nontariff barrier negotiations.

Text of Amendment.—Subsection 128(b), p. 27, line 19ff., is amended by 
striking from the end of the first sentence thereof the words "or other import 
restriction." and inserting in lieu thereof the following: "on such article, or any 
import restriction imposed under section 203 of this Act or under sections 232 
or 351 of the Trade Expansion Act of 1962."

Rationale.—The purpose of this amendment is to clarify the relationship of 
the reservation contained in this section to broad nontariffi barrier agreements. 
The fact that an article is subject to an escape clause action under the Trade 
Expansion Act, an action under the national security provisions of that Act, 
or import relief under the Trade Reform Act, should not require that that article 
be removed from negotiation of broad nontariff barrier agreements. For example, 
if, as is currently the case, oil is the subject of a national security action, and 
glass were the subject of an escape clause action, an agreement on standards 
could be negotiated which included these two items. The same would be true with 
respect to an agreement concerning customs documentation. These two types of 
broad nontariff barrier agreements are not inconsistent with a national security 
action or an escape clause action, and therefore the items subject to the narrower 
actions should not be mandatorily expected from broader agreements. However, 
the duty or other import restrictions imposed for national security reasons or 
import relief could not be reduced pursuant to the international agreement.

SEC. 131. TARIFF COMMISSION ADVICE

Purpose of Aff en^men^-—To reduce from six months to 60 days the time 
within which the Tariff Commission must give advice to the President with 
respect to items subject to compensation or renegotiation agreements.

Text of Amendment-~Section 131(b). p. 29, line 1, is amended by revising 
the first two lines thereof to read as follows :
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"(b) Within 6 months after receipt of such a list under Chapter 1, and within 
60 days after receipt of a list under Sec. 124 or 125, the Tariff Commission shall 
advise the President with respect . . .".

Rationale.—Six months is required for the Tariff Commission to respond with 
respect to the lengthy list of articles provided to it with respect to the typical 
Sec. 101 agreement. However, Sec. 124 and 125 contemplate agreements having 
a very limited coverage. There is no need for a 6-month period before advice can 
be rendered. Sixty days would be far more appropriate. (In addition, a 60 day 
period is appropriate for advice with respect to articles which may be redesig- 
nated under section 504(c) as eligible for preferential treatment. An amend 
ment to section 504 is being proposed for this purpose.)

SEC. 135. ADVICE FROM PEIVATE SECTOR

Purpose of Amendment.—To establish general policy advisory committees on 
multilateral trade negotiations for each of industry, labor, and agriculture; to 
provide for an exemption for committees established pursuant to Sec. 135 (c) from 
the provisions of section 11 of the Federal Advisory Committee Act.

Text of Amendment.— (1) Section 135(c), p. 33, line 18ff., is amended to read 
as follows:

"In addition to the Committee established under subsection (b) :
(a) the President may, on his own initiative or at the request of organiza 

tions representing generally industry, labor or agriculture, establish a gen 
eral policy advisory committee for each of industry, labor and agriculture 
to provide general policy advice on any trade agreement referred to in 
section 101 or 102. Such committees shall, insofar as practicable, be repre 
sentative of all industry, labor or agricultural interests and shall be or- 
iganized by the President acting through the Special Representative for 
Trade Negotiations and the Secretary of Commerce, Labor and Agriculture, 
as appropriate.

(b) The President shall, on his own initiative or at the request of or 
ganizations in a particular product sector, establish such industry, labor or 
agricultural advisory committees as he determines to be necessary for any 
trade negotiations referred to in section 101 and 102. Such committees shall, 
iso far as practicable, be representative of all industry, labor, or agricultural 
interests in the sector concerned. In organizing such committees, the Presi 
dent, acting through the Special Representative for Trade Negotiations and 
the Secretary of Labor, Commerce, or Agriculture, as appropriate, (1) shall 
'consult with interested private organizations and (2) shall take into account 
such factors as patterns of actual and potential competition between United 
States industry and agriculture and foreign enterprise in international 
trade, the character of the nontariff barriers and other distortions affecting 
such competition, the necessity for reasonable limits on the number of such 
product sector advisory committees, the necessity that each committee be 
reasonably limited in size, and that the product lines covered by each com 
mittee be reasonably related."

(2) Section 135(e), p. 34, line 24ff., is amended by inserting on p. 35, line 7, 
"and section 11" after "(a) and (b) of section 10".

Rationale.— (1) Section 135(c), as drafted, clearly provides for the establish 
ment of product sector committees for each industry, labor, and agriculture. 
The language may well be broad enoueh to authorize the establishment of com 
mittees representing generally industry, labor and agriculture. However, an 
express provision for general policy advisory committees is preferable. While 
product sector committees will be most helpful in providing guidance for nego 
tiations as they relate to each sector, there should also be a mechanism to present 
the broader policy views of industry, labor, and agriculture.

(2) Section 135(e) exempts committees established pursuant to 135 M from 
the requirements of subsections 10(a) and 10(ft) of the Federal Advisory 
Committee Act. Section 10(b) of that requires that, with certain exceptions, 
records including transcripts of committee meetings be available to the public. 
Section 11 of that Act requires that transcripts be puMic'v available at C0st. 
Thus, implicit in any exemption from the operation of Section 10(b) \\ an ex. 
emrttion from- Section 11. However, in order to avoid confusion, Sec. 13^( e ) (2) 
of the H.R. 10710 should be amended to include an express exemption from the 
provisions of section 11 of the Federal Advisory Committee Act.
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SEC. 151. BESOLUTIONS DISAPPROVING THE ENTERING INTO FORCE OF TRADE 
AGREEMENTS, ETC.

Purpose of Amendment.—To clarify the situation in which several trade agree 
ments enter into force on the same date.

{Text of Amendments.—Sec. 151 (b) (2) (A), p. 43, lines 1.-4 is amended to read 
as follows:

"(A) in the case of a resolution relating to the entering into force of a trade 
agreement under section 102 (f), with the phrase "the entering into force of the 
trade agreement———————————— (with this blank space filled with the title, 
or brief description of the subject matter, of the agreement) ;"

Rationale.—The purpose of the amendment is to allow either of the Houses of 
Congress to disapprove one or more of several agreements that enter into force 
on the same day without there being any confusion as to the nature of the 
disapproval action.

TITLE II. RELIEF FROM INJURY CAUSED BY IMPORT RELIEF

SEC. 202. PRESIDENTIAL ACTION AFTER INVESTIGATIONS

Purpose of Amendment.—To extend the time within which the President must 
decide whether to impose import relief in order to accommodate the requirement 
that public hearings be held.

Text of Amendment.—Subsection 202(b), p. 55, line 3, is amended by striking 
therefrom "60 days (30 days" and inserting in lieu thereof "90 days (60 days".

Rationale.—Section 203(g) requires that the President provide a public 
hearing with respect to "the proposal to provide" import relief so that interested 
persons will be given a reasonable opportunity to be present, to produce evidence, 
and to be heard. A reasonable opportunity requires reasonable notice, which is 
often 30 days. Therefore, in order to give adequate notice and to allow interested 
parties to present their views, the period in which the President must determine 
whether he is going to grant import relief in accordance with Sec. 202 should 
be extended to a minimum of 90 days, (60 days in the case of a supplemental 
report under subsection (d)). Alternatively, the section 202(g) hearing require 
ment could be deleted, because it duplicates the section 201 hearings held by the 
Tariff Commission.

SEC. 203 (E) . IMPORT RELIEF (ORDERLY MARKETING AGREEMENTS)

Purpose of Amendment.—To increase the flexibility to use orderly marketing 
agreements, where the President has selected that method of import relief and 
has reported to the Congress why he selected that method of providing relief 
from injury rather than either adjustment assistance or increases in duties, 
tariff-rate quotas, or quantitative restrictions.

Text of Amendment.—Section 203(e), p. 59, line 18ff., is amended to read as 
follows:

"(1) Import relief provided pursuant to this section shall become initially 
effective no later than 15 days after the date of the President's determination 
to provide import relief, except that the applicable period in which import relief 
shall become initially effective shall be 180 days if the President announces at 
the time of his determination to provide import relief his intention to nego 
tiate one or more orderly marketing agreements pursuant to subsection (b) (4) 
or (5).

(2) Whenever the President has acted pursuant to subsections (b) (1), (2), 
(3), or (5), he may, at any time during which such import relief is in effect, 
negotiate orderly market agreements with foreign countries, and may, upon the 
entry into force of any such agreement, suspend or terminate, in whole or in part, 
such other actions previously taken.

(3) Whenever the President has. negotiated an orderly marketing agreement 
pursuant to subsection (b) (4) or (5) and such import relief fails to continue 
to be effective, he may, consistent with the limitations contained in subsection 
(i). provide import relief under subsection (b) (1), (2), (3) or (5)."

Rationale.—It was the purpose of the House to make the provision of an 
orderly marketing agreement the least preferred method of import relief. How 
ever, the orderly marketing provision as included in the House bill, would not 
as a practical jnatter prove workable even were the President to make the 
requisite finding and report to Congress that this method was indeed the one
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that he desired to select. The import relief in the form of tariffs, tariff-quotas, 
or quotas, must be proclaimed initially before the President is able to withhold 
the effect of that proclamation and then try to negotiate an orderly marketing 
agreement. This initial proclamation must promise to have a highly restrictive 
effect on trade if it is to serve as an incentive to get other countries to enter 
into orderly marketing agreements. However, if the President sets the levels 
of import relief in too restrictive a manner, and fails to achieve success in his 
negotiations for an orderly marketing agreement, there is the problem of the 
harsh initial proclamation going into effect automatically on the 180th day. 
On the other hand, if the initial proclamation is set too low, it will not serve as an 
incentive for negotiations. It would be far preferable to set the level of unilateral 
import relief on the 180th day, if the negotiations fail.

SEC. 203 (F). IMPORT BELIEF (ITEMS 806.30, 807.00)

Purpose of Amendment.—To clarify that the import-related injury must be 
caused by the application of these two tariff item numbers before their suspen 
sion may be considered an adequate remedy.

Text of Amendment.—Subsection (f) (3), p. 60, line 18ff., is amended to read 
as follows:

"JSTo proclamation providing for a suspension referred to in paragraph (1) or 
(2) with respect to any article shall be made under subsection (b) unless the 
Tariff Commission, in addition to making an affirmative determination with 
respect to such article under section 201 (b), determines in the course of its 
investigation under section 201 (b) the serious injury (or threat thereof) #«&- 
Manually caused T>y imports to the domestic industry producing a like or directly 
competitive article results from the application of item 806.30 or item 807.00, or 
from the designation of the article as an eligible article for purposes of Title V, 
as the case may be." (new language italicized).

Rationale.—This is solely a clarification of what is felt to be the intent of 
the House. The amount of causation required before import relief can be pro 
claimed under Chapter 1 of Title II of the bill is that the serious injury be sub 
stantially caused by imports. However, in subsection (f) (3) of section 203, the 
Tariff Commission is required to find that "the serious injury (or threat thereof) 
to the domestic industry . . . results from the application of item 806.30 or item 
807.00 . . .". This could be read to imply that all of the injury to the domestic 
industry must be caused by articles entered under these tariff items rather than 
just the majority of import injury.

SEC. 203 (g). IMPORT BELIEF (NOTICE OF HEARINGS) x

Purpose of Amendment.—To delete the requirement that "due diligence" be 
exercised in notifying persons who may be adversely affected by providing im 
port relief, and to delete the requirement that the President provide public 
hearings before such relief is granted.

Text of Amendment.—Section 203, page 57ff., is amended by deleting sub 
section (g) therefrom and by redesignating the subsections that follow with the 
letters (g) through (j), respectively.

Rationale.—These requirements duplicate the procedures provided in section 
201(c) and (d) (2) with to the Tariff Commission investigation. 
Chapter 2. Adjustment Assistance for Workers

SEC. 232. WEEKLY AMOUNT

Purpose of Amendment.—To correct a typographical error.
Text of Amendment.—Subsection (g) (1), is amended by striking on p. 74. 

line 17, ''the authorization contained in" and substituting in lieu thereof the 
word "authorized".

SEC. 250. COORDINATION OF WORKER AND FIRM ASSISTANCE

Purpose of Amendment.—To provide that the studies provided for under 
sections 224 and 264 are coordinated.

Text of Amendment.—Section 250, p. 92. lines 8ff., is amended by adding after 
the word "policies" on line 15, the word ", studies".

i Alternative to amending section 202 (b) to extend the time within which the President 
must make an important relief determination.
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Rationale.—The studies required under section 224 and 264 of the Secretaries 
of Labor and Commerce (or the Administrator of the Small Business Adminis 
tration) respectively, will necessarily involve parallel investigations. Coordina 
tion is desirable to avoid unnecessary duplication of efforts.
Chapter III. Adjustment Assistance for Firms

SEC. 255 (b). CONDITIONS FOE FINANCIAL ASSISTANCE

Purpose of Amendment.—To clarify the rate applicable to direct loans.
Text of Amendments.—Sec. 255(b), p. 97, lines 10-16, is amended to read as 

follows:
"The rate of interest on guarantees of loans made under this chapter shall 

be no higher than the maximum interest per annum that a participating finan 
cial institution may establish on guaranteed loans made pursuant to section 
7(a) of the Small Business Act (15 U.S.C. 636 (a)). The rate of interest on 
direct loans made under this chapter shall be (i) a rate determined by the 
Secretary of the Treasury taking into consideration the current average market 
yield on outstanding marketable obligations of the "United States with remaining 
periods to maturity that are comparable to the average maturities of such loans, 
adjusted to the nearest one-eighth of 1 per centum, plus (ii) an allowance ade 
quate in the judgment of the Secretary to cover administrative costs and 
probable losses under the program."

Rationale.—Currently, Sec. 255(b) states that the rate of interest on direct 
loans shall be the prevailing rate authorized for loans to small 'businesses by the 
SBA. The SBA has several rates for direct loans. One is 5% percent, another is 
5 percent, and yet another is 3 percent. Still others are formula rates of interest, 
i.e., cost of money to the Government plus a small additional fraction to cover 
administrative costs. These formula rates of interest are currently applicable 
to loans to small businesses which are impacted by Federal urban renewal, high 
way or other construction projects, Federal health, welfare and safety legislation 
(or State legislation enacted in conformity therewith), and U.S. Government 
international strategic arms limitations agreements. These formula rates are 
applied in cases which'are analogous to trade adjustment assistance, and there 
fore the ambiguity should be resolved in favor of a formula rate. The language 
establishing a maximum rate for guarantees of loans under this chapter has 
been clarified by citing the basis for SBA's guarantee rate.

SEC. 255 (d). CONDITIONS FOR FINANCIAL ASSISTANCE

Purpose of Amendment.—To conform the language of the TRA with that of the 
Small Business Act.

Text of Amendment.—Sec. 255(d), p. 98, lines 4-7, is amended to read as 
follows:

"In making guarantees of loans, and in making direct loans, the Secretary 
shall give priority to firms which are small within the meaning of the Small 
Business Act (and regulations promulgated thereunder)."

SEC. 255(6). CONDITIONS FOB FINANCIAL ASSISTANCE

Purpose of Amendment.—To clarify the responsibilities of the Secretary upon 
default of a guaranteed loan.

Test of Amendment.—Amend Sec. 255(d), p. 98, line 8ff., by substituting the 
following:

" (e) No loan shall be guaranteed by the Secretary in an amount which exceeds 
90 percent of the balance of the loan outstanding at the time of disbursement."

Rationale.—This change clarifies that the Government will be responsible for 
no more than 90 percent of the loss under a guaranteed loan.

SEC. 255 (h). CONDITIONS FOR FINANCIAL ASSISTANCE

Purpose of Amendment.—To clarify that there will be a Federal charge for 
guaranteeing loans.

Text of Amendment.—Amend section 255, p. 97, line 3ff., by adding a new para 
graph (h) at page 88, following line 21 to read as follows:

"(h) With respect to guaranteed loans, a guarantee charge shall be payable 
to the Secretary by the lender for such guarantee agreement."

Rationale.—Tliis will make it clear that there will be a fee charged for guar 
anteeing loans, in accordance with standard Federal credit policy.
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SEC. 256. DELEGATIONS OF FUNCTIONS TO SMALL BUSINESS ADMINISTRATION

Pur-pose of Amendment.—To clarify that all administrative functions would 
be delegated to the SBA with respect to any firms to which a loan or guarantee 
was made by the SBA.

Text of Amendment.—Section 256, p. 98, line 22ff., is amended to read as 
follows:

"SEC. 256. DELEGATIONS OF FUNCTIONS TO SMALL BUSINESS ADMINISTRATION : 
AUTHORIZATION OF APPROPRIATIONS

(a) In the case of any firm which is small (within the meaning of the Small 
Business Act and regulations promulgated thereunder), the Secretary may dele 
gate all or any part of his functions under this chapter (other than the functions 
under section 251 with respect to the certification of eligibility and section 252 (d) 
with respect to the termination of such certification) to the Administrator of the 
Small Business Administration. If the Secretary delegates any functions under 
this Chapter to the Administrator, -all the functions under sections 252 (except 
252(d)), 253, 254, 255, 257, 258, and 260 shall be delegated. In addition, so much 
of the functions under section 262 are as necessary for the Administrator to carry 
out any such delegation shall also be delegated by the Secretary to the Admin 
istrator.

(b) There are hereby authorized to be appropriated to the Secretary, or to 
the Administrator if any functions under this chapter are delegated pursuant 
to this section, such sums as may be necessary from time to time to carry out 
the functions under this chapter in connection with furnishing adjustment 
assistance to firms, which sums are authorized to be appropriated to remain 
available until expended."

Rationale.—Section 256 authorizes the Secretary to delegate any or all of his 
functions under Chapter 3, of Title II to the Administrator of the Small Busi 
ness Administration. As now drafted, this section would permit, although 
it is not intended to be used in such manner, a delegation of only the loan- 
making or guarantee function, thus removing SBA from the process preceding 
the provision of assistance or in the administration of such assistance. In addi 
tion, it might be possible for program authority to be delegated to SBA without 
an accompanying transfer of the appropriations necessary to carry out its func 
tion. These technical amendments clarify the nature of delegations, if any, 
which are made, and assure appropriations for the delegated program function.

SEC. 257. ADMINISTRATION OF FINANCIAL ASSISTANCE

Purpose of Amendment.—To provide that interest payments or repayments 
on loans will be available to the Secretary for use in carrying out his respon 
sibilities under the Act.

Text of Amendment.—Amend section 257, p. 99, line 13ff., by adding a new 
paragraph (c) to read as follows:

"(c) All repayments of loans, payments of interest, and other receipts arising 
out of transactions entered into by the Secretary pursuant to this chapter, 
shall be available for financing functions performed under this chapter, includ 
ing administrative expenses in connection with such functions.

Rationale.—This change is to authorize the use of interest payments and 
loan repayments to make new loans or for expenses of the program. This will 
assure a more systematic accounting for revenues received under the program, 
and will increase flexibility in program operations.

SEC. 259. PENALTIES

Purpose of Amendment.—To insure that the sanctions provided under the 
firm adjustment assistance remain applicable if the Secretary delegates func 
tions under Chapter 3 to the Administrator of the Small Business Administration.

Text of Amendment.—Sec. 259, p. 102, lines 1-9, is amended to read as follows :

"SECTION 259. PENALTIES
Whoever makes a false statement of a material fact knowing it to be false, 

or knowingly fails to disclose a material fact, or whoever willfully overvalues 
and security, for the purpose of influencing in any way official action under 
this chapter, or for the purpose of obtaining money, property, or anything of
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value under this chapter, shall be fined not more than $5,000 or imprisoned 
for not more than 2 years or both."

Rationale.—The purpose of this amendment is to assure that the penalties 
provision is also applicable to SBA use of the authority contained in this 
chapter. While this provision could be the subject of delegation, it may be useful 
to clarify in the statute that this was a provision of general application.

TITLE III. RELIEF FROM UNFAIR TRADE PRACTICES

SEC. 301. RESPONSE TO TRADE PRACTICES OF FOREIGN GOVERNMENTS

Purpose of Amendment.—To remove the requirement that the United States 
act on a selective basis in response to unreasonable but not unjustifiable im 
port restrictions; to provide that the requirement of holding a public hearing 
prior to acting may be waived for purposes of the national interest.

Text of Amendment.— (1) On p. 107, lines 13ff., delete the semi-colon on line 
13 and the remainder of the subsection following the semi-colon.

(2) Add to subsection 301 (d), p. 108, lines 7-15, the following: 
"unless the President determines that such prior hearings would be con 
trary to the national interest because of the need for expeditious action, in 
which case he shall provide for a public hearing promptly after such action."

Rationale.—There is no clear logical basis for distinguishing between foreign 
unjustifiable and unreasonable trade practices to warrant requiring U.S. response 
in the latter case to be on a selective (discriminatory) basis. Under Section 
301 (b), as drafted, the President, after considering the international obligations 
of the U.S., is authorized to respond to unjustifiable foreign trade practices on 
either a nondiscrirninatory basis or otherwise. However, he may respond to 
unreasonable trade practices of a foreign government or instrumentality only 
on a selective basis. A nondiscriminatory response can be made by selecting 
articles of particular interest to the offending country, and so the impact can 
be limited to such country.

The second amendment allows the President to act quickly without the neces 
sity of a prior public hearing. He can thus respond expeditiously when it is in the 
best interests of the United States that immediate retaliation or response be 
given to a foreign action. In these cases he will still be required to provide a 
public hearing but it would not have to be held prior to his action.

SEC. 331 (b). AMENDMENTS TO SECTION 303 OF THE TARIFF ACT OF 1930. (INJURY
STANDARD)

Purpose of Amendment.—To provide a material injury standard for counter 
vailing with respect to duty-free imports.

Tesct of Amendment.—Sec. 331(b) (2) (A), p. 121, line 14, is amended by insert 
ing the word "materially" before the word "injured."

Rationale.—The obligation of the United States under GATT Article VI is 
to apply a material injury standard. There is no injury standard currently in the 
countervailing duty law, nor need there be under the GATT requirements, be 
cause the United States is subject to a grandfather clause for legislation which 
existed upon our entry into the GATT in 1947.

However, when we extend our law to apply to categories of products to which 
the law does not currently apply, the United States becomes subject to the United 
States becomes subject to the GATT requirement in this regard. It would thus 
be preferable for the statute, on its face, to be consistent with the language of 
the GATT and employ a material injury standard.

SEC. 331(6). COUNTERVAILING DUTIES (TEMPORARY PROVISION WHILE NEGOTIATIONS
ARE IN PROCESS)

Purpose of Amendment.—To delete the one year carve out from the discretion 
to avoid countervailing where such action would seriously jeopardize the satis 
factory completion of negotiations.

Text of Amendment.—Section 303(3) of the Tariff Act of 1930, as amended by 
section 331 (a) of the TRA, is amended by deleting therefrom the last sentence 
thereof, at p. 123, line 23ff.

Rationale —Ttis provision in the House Bill removes from the 4-year period 
of discretion (to avoid countervailing) certain types of subsidies—namely in-
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vestment and operating subsidies with respect to facilities owned or controlled 
by a developed country. This one-year exception to the four-year discretion 
would raise serious problems for the administration of the law, with insufficient 
time to achieve a negotiated solution with other countries, and seek Congressional 
approval of the international agreement and changes in the countervailing duty 
law.

SEC. 341. AMENDMENTS TO SEC. 337 OF THE TARIFF ACT OF 1930 (BOND)

Purpose of Amendment.—To provide in the.statute for a reasonable and spe 
cific bond.

Text of Amendment.—Sec. 341 (a), p. 127ff., is amended by deleting at the end 
of page 128, line 1 "prescribed by the Secretary" and adding the following new 
sentence:

"Such bond shall be prescribed by the Secretary of the Treasury, shall be in 
the amount of 12 percent of the domestic value of the imported article and shall 
be payable to the patentee upon the final determination that such articles be 
excluded pursuant to subparagraph (2)."

Rationale.—In fairness to the importer, importation should be permitted while 
a temporary exclusion order is in effect, if a reasonable bond running in favor 
of the patentee is posted. Under existing law the bond would be set at the value 
of the import and therefore the effect of a temporary exclusion order would be 
that trade in the article would cease. Since the Commission would not at that 
point have full information sufficient to issue a permanent exclusion order, a 
reasonable bond which allows trade should be set while the issues before the 
Tariff Commission are being resolved.

SEC. 341. AMENDMENTS TO SEC. 337 OF THE TARIFF ACT OF 1930 (IMPORTS FOR THE 
UNITED STATES GOVERNMENT)

Purpose of Amendment.—To make exclusion orders under Sec. 337 inappli 
cable to imports by or for the United States Government and to provide a remedy 
before the Court of Claims for a patent owner adversely affected by such 
exclusions.

Text of Amendment.—Sec. 337(h) of the Tariff Act of 1930 as amended by 
the TRA is further amended by adding after line 2, p. 129 of the TEA the follow 
ing subparagraph:

"(5) Any order under paragraphs (1) or (2) of this subsection shall not 
apply to any articles imported by and for the use of the United States or im 
ported for and to be used for the United States with the authorization or consent 
of the Government. Whenever any exclusion order has been given pursuant to 
paragraph (h) (2) but, through operation of this paragraph, articles which 
otherwise would be subject to such order are not excluded from entry, a patent 
owner adversely affected by such entry shall be entitled to reasonable and en 
tire compensation in an action before the Court of Claims pursuant to the pro 
cedures of Section 1498, Title 28 of the United States Code."

Rationale.—The provisions of the paragraph are similar to those in 28 U.S.C. 
1498(c). Under that section an exclusive remedy is provided in the United States 
Court of Claims for reasonable and entire compensation for infringement of a 
patent by the United States Government.

TITLE IV. TRADE RELATIONS WITH NATIONS NOT ENJOYING 
NONDISCRIMINATORY TREATMENT

SEC. 405. MARKET DISRUPTION

Purpose of Amendment.—To provide that findings under section 405 may re 
sult in import relief being granted only with respect to countries receiving non- 
discriminatory treatment pursuant to Title IV, the imports of which are the 
subject of an affirmative finding pursuant to section 405(a), unless there is 
also a finding under section 201(b) with respect to imports from countries 
which receive nondiscriminatory treatment on the date of enactment of this 
Act, in which, case the import relief may be imposed on other countries asj wen.

Text of Amendment.—Sec. 405(b), p. 135, line 17ff., is amended to r«ia(j as 
follows:

"For purposes of sections 202 and 203, an affirmative determination ftf the 
Tariff Commission pursuant to subsection (a) of this section shall be t^ated 
as an affirmative determination of the Tariff Commission pursuant to section
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201 (b) of this Act; except that the President, in taking action pursuant to 
section 203(b),

"(1) shall, if there is no affirmative finding under section 201 (b) of this Act 
without regard to this subsection, adjust imports of the article from the country 
in question without taking action in respect of imports from other countries; and

"(2) may, if there is tooth an affirmative determination of the Tariff Commis 
sion pursuant to subsection (a) of this section, and pursuant to section 201 (b) 
of this Act without regard to this subsection, either adjust imports of the 
article from the country in question without taking action in respect Of imports 
from other countries or may adjust imports from all countries.

Rationale.—Section 405 provides easier access criteria for the provision of 
import relief than does section 201. Thus, if a non-market economy country is 
causing import injury, action can be taken under section 405 to restrict the im 
port from that country (or several non-market economy countries receiving non- 
discriminatory tariff treatment under Title IV if findings are made with respect 
to each of those countries) without taking action to restrict imports from all 
countries. However, under section 405 as currently drafted, imports from one 
country receiving nondiscriminatory treatment under Title IV could be caus 
ing all the injury and the President would 'be given the option to impose restric 
tions on imports from all countries. The proposed amendment remedies this de 
fect toy allowing the President to impose selective measures where injury is 
caused only from imports from one or more Title IV countries and to impose 
measures on all countries only where imports from both Title IV countries and 
other countries are causing the import injury.

TITLE V. GENERALIZED SYSTEM OF PREFERENCES

SEC. 504. LIMITATIONS ON PREFERENTIAL TREATMENT

Purpose of Amendment.—To provide for redesignation of articles from a 
country where the competitive need formula (sec. 504(c)) has caused termina 
tion of eligibility of the article for preferential treatment.

Text of Amendment.— (1) Section 504(c), p. 143, line 14ff., is amended by 
adding to the end thereof (page 144, line 6) the following new sentence:

"A country which has ceased to be eligible for treatment as a beneficiary 
developing country with respect to a particular article by reason of this section, 
shall be eligible for redesignation with respect to such article under the pro 
cedures set forth in sections 502 and 503, provided that, unless the President 
determines that paragraphs (1) and (2) of this subsection no longer apply to 
such country with respect to the article in question, he must determine that it 
is in the national interest to redesignate such country as a beneficiary developing 
country with respect to such article, and provided further, that the applicable 
period within which the Tariff Commission shall advise the President pursuant 
to section 131 (b) shall be 60 days.

(2) Section 504(c) is amended by striking the phrase on p. 143, line 22, which 
reads "50 percent of the value", and inserting in lieu thereof "50 percent of the 
appraised value", and striking the words "not later than 60 days" on p. 143, line 
25, and inserting in lieu thereof "not later than 90 days".

Rationale.—These technical amendments are designed to accomplish three pur 
poses : (1) to clarify the method by which articles which cease to become eligible 
for preferential treatment granted to a particular country can regain eligibility; 
(2) to clarify what value the 50 percent formula is to apply to; and (3) to pro 
vide sufficient time for statistics to become available to apply the competitive need 
formula.

TITLE VI. GENERAL PROVISIONS
SEC. 001. DEFINITIONS

Purpose of Amendments.— (1) To clarify that the term modification of duties 
includes conversion from specific to ad valorem rates of duty; (2) to define duties 
existing on July 1, 1934; and (3) to clarify the applicability of the. term "non- 
discriminatory treatment".

Text of Amendments.— (1) Section 601(6), p. 146, lines 16-18, is amended by 
adding at the end thereof "and the conversion of specific rates of duty to their 
ad valorem equivalents on the basis of the most recent representative period for 
which statistics are available."

30-229 O - 74 - 23
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(2) Section 601, p. 144ff., is amended at p. 147 by adding a new paragraph (8) 
and renumbering existing paragraphs (8) and (9), as (9) and (10) respectively. 
The new paragraph (8) shall read as follows:

"(8) For the purposes of this Act, duties existing on July 1, 1934 shall mean 
the duties existing in Column 2 of the Tariff Schedules of the United States."

(3) Section 601(9), p. 147, line 8, as redesignated by paragraph (2) hereof, 
is further amended to read as follows:

"(10) For the purposes of this Act, the term 'nondiscriminatory treatment' 
means most-favored nation treatment."

Rationale.— (1) The first amendment is designed to expressly include within 
the definition of "modification" the conversion of specific rates of duty to their 
ad valorem equivalents. While the authority to modify a duty or import restric 
tion implicitly includes such authority, it is preferable to define modification to 
make express provision therefor.

(2) The second amendment is included to for convenience of reference. By 
providing that Column 2 of the Tariff Schedules is to be "duties existing on 
July 1, 1934" for purposes of the TRA, no confusion will arise as to whether or 
not a Column 2 rate was actually in existence as of July 1. 1934.

(3) The final amendment is designed to foreclose the possibility that the mean 
ing of nondiscriminatory treatment as used in the TRA be confused with the 
same phrase as used in many other U.S. laws in a different sense.

SEC. 602 (D) . RELATION TO OTHER LAWS

Purpose of Amendment.—To correct a typographical error.
Text of Amendment.—Subsection 602(d) is amended by deleting thereform 

the words "repealed by subsection (d)" and by inserting in lieu thereof "re 
pealed by subsection (e)" on p. 148, line 15.

8EC. 602 (G) AND (H). RELATION TO OTHER LAWS

Purpose of Amendment.—To repeal the Johnson Debt Default Act and the 
embargo on furs and skins from the Soviet Union and Communist China.

Text of Amendment.—Section 602, p. 147ff., is amended to add the following 
new subsections:

"(g) The Johnson Debt Default Act (62 Stat. 744; 18 U.S.C. 955) is hereby 
repealed."

"(h) Headnote 4 to Schedule 1, Part 5, Subpart B of the Tariff Schedules of 
the United States (77A Stat. 32,19 U.S.C. 1202) is hereby repealed."

Rationale.—The Johnson Act no longer serves the purpose for which it was 
intended and unnecessarily inhibits U.S. financial relations with certain coun 
tries. By prohibiting loans and similar financial transactions with countries in 
default of their official obligations to the United States, the Act was designed 
to protect the American investor. However, Congress subsequently exempted 
all members of the World Bank and International Monetary Fund. This has had 
the effect of restricting the Act to certain indebted communist countries, those 
not members of the Bank or Fund. Various rulings of the Attorney General have 
also excluded the financing of export and export-related transactions from the 
prohibitions of the Act but have left a gray area where financing could result 
in the encouragement of U.S. trade but could not be defined as export-related 
under the Attorney General's rulings. Thus, the Act has the effect of discourag 
ing sales of U.S. plant and equipment which might otherwise be exported.

The embargo on certain furs is also a measure that was passed in far earlier 
times and should not be maintained in the changed circumstances of today. The 
Administration does not believe that the repeal of the fur embargo would have 
a significant effect on domestic procedures because, of the seven types of fur 
under embargo, only mink and muskrat are produced in the United States in 
significant commercial quantities. Muskrat is relatively out of fashion and most 
of our production has been exported for a good many years. About half of the 
U.S. mink production is now being exported in successful competition with Soviet- 
Canadian and Skandinavian mink. It is most unlikely therefore, that lifting 
the embargo would result in harmful increased competition with domestic 
producers.
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ATTACHMENT B

PROVISIONS OP THE TRADE REFORM BILL, H.R. 10710 WHICH RELATE TO SHORT
SUPPLY PROBLEMS

SEC. 2. STATEMENT OF PURPOSES
The purposes of this Act are, through trade agreements affording mutual trade 

benefits—
(1) to stimulate the economic growth of the United States and to main 

tain and enlarge foreign markets for the products of United States agricul 
ture, industry, mining, and commerce; and

(2) to strengthen economic relations with foreign countries through the 
development of fair and equitable market opportunities and through open and 
nondiscriminatory world trade.

Agreements which provide for supply access (or agreements limiting export 
restraints) would serve the quoted purposes. Whether the United States has the 
role of supplier or consumer, supply access agreements can "stimulate the eco 
nomic growth of the United States", strengthen economic relations with foreign 
countries through the development of fair and equitable market opportunities, 
and strengthen these relations through "open and nondiscriminatory world trade". 
The phrase "market opportunities" covers United States producers' presence in 
the market both as a seller and as a buyer. Economic relations are strengthened 
by buying from others as well as selling to them.

To further focus the purpose section of the bill on problems of short supply, the 
Administration is proposing that a new paragraph (3) be added to the quoted 
language. It reads as follows:

"(3) to promote fair and equitable access to supplies needed for orderly eco 
nomic growth and development."

SEC. 101. TARIFF AUTHORITY

(a) Whenever the President determines that any existing duties or other im 
port restrictions of any foreign country or the United States are unduly burden 
ing and restricting the foreign trade of the United States and that the purposes 
stated in section 2 will be promoted thereby, the President—

(1) during the 5-year period beginning on the date of the enactment of 
this Act, may enter into trade agreements with foreign countries or instru 
mentalities thereof; and

(2) may proclaim such modification or continuance of any existing duty, 
such continuance of existing duty-free or excise treatment, or such additional 
duties, as he determines to be required or appropriate to carry out any such 
trade agreement.

This authority could be used to lower tariffs where United States import bar 
riers are impeding inflows of needed raw materials or other materials in short 
supply. Presumably, the foreign concession could be in the form of a commitment 
to maintain supplies or not to impede their exportation.

SEC. 102. NONTARIFF BARRIER AUTHORITY

(a) The Congress finds that barriers to (and other distortions of) international 
trade are . . . diminishing the intended mutual benefits of reciprocal trade con 
cessions, and preventing the development of open and nondiscriminatory trade 
among nations. . . . The President is further urged to ... negotiate trade agree 
ments with other countries and instrumentalities providing on a basis of mutual 
ity for the reduction or elimination of such barriers to (and other distortions of) 
international trade.

(b) (1) Whenever the President determines that any existing barriers to (or 
other distortions of) international trade of any foreign country or the United 
States are unduly burdening and restricting the foreign trade of the United 
States and that the purposes stated in section 2 will be promoted thereby, the 
President, during the 5-year period beginning on the date of the enactment of 
this Act, may enter into trade agreements with foreign countries or instru 
mentalities providing for the reduction or elimination of such barriers or other 
distortions.
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"Existing barriers to (or other distortions) of trade" includes export con 
trols, both as a matter of economics and according to the legislative history of 
the House bill. The material on NTB's submitted to the House by the Adminis 
tration included citations of foreign export barriers in the lists of NTB's.

The section 102 agreement could reduce or eliminate the barrier, for exam 
ple, by limiting the conditions under which export controls could be imposed in 
the future. In the tariff area, a binding of duty-free treatment is a valid sub 
ject for a trade agreement. This is a precedent for binding NTB-free import, ex 
port, and internal treatment.

The section 102 authority could be used for specific concessions under agree 
ments, commodity by commodity, where, for example, U.S. market or supply 
access is traded for foreign supply access or market access.

The Administration is proposing that a new phrase be added to section 102(a) 
to sharpen the focus of the section with respect to problems of supply access. 
The subsection as it would be amended, would read as follows :

"(a) The Congress finds that barriers to (and other distortions of) inter 
national trade are reducing the growth of foreign markets for the products of 
United States agriculture, industry, mining, and commerce, diminishing the 
intended mutual benefits of reciprocal trade concessions, preventing fair and 
equitable access to supplies, and preventing the development of open and non- 
discriminatory trade among nations." (new language italics).

SEC. 121. GATT REVISION

(a) The President shall, as soon as practicable, take such action as may be 
necessary to bring trade agreements heretofore entered into, and the applica 
tion thereof, into conformity with principles promoting the development of an 
open, nondiscriminatory, and fair world economic system, including (but not 
limited to) :

(3) the extension of GATT articles to conditions of trade not presently 
covered in order to move toward more fair trade practices,

While this section does not refer explicitly to supply problems, one of the 
major areas of weakness in the current GATT rules is that of supply access 
and export control regulation. Thus, section 121 (a) (3), coupled with legisla 
tive history of Senate concern over supply problems, would constitute a directive 
to negotiate on supply. However, to assure that proper emphasis is given to 
supply problems in the forthcoming negotiations, the Administration is pro 
posing the addition of the following additional objective for inclusion in sec 
tion 121:

(7) the improvement and strengthening of GATT and other international 
rules and procedures with reference to problems of supply access, to promote 
principles of fair access to supplies, and effective consultative procedures on 
problems of supply shortages."

SEC. 122. BALANCE OF PAYMENTS AUTHORITY

(d) Import restricting actions proc'aimed pursuant to subsection (a) shall 
be of broad and uniform application with respect to product coverage except 
where the president determines, consistently with the purposes of this section, 
that certain articles or groups of articles should not be subject to import re 
stricting actions because of the needs of the United States economy. Such ex 
ceptions shall 'be limited to the unavailability of domestic supply at reasonable 
prices, the necessary importation of raw materials, avoiding serious dislocations 
in the supply of imported goods, and other factors. . . .

These exceptions to BOP import restrictions clearly cover two important short 
supply situations: where domestic supplies are scarce, and where the United 
States is dependant upon foreign sources for supply.

SEC. 123. ANTI-INFLATION AUTHORITY

(a) If, during a period of sustained or rapid price increases, the President 
determines that supplies of articles, imports of which are dutiable or subject to 
any other import restriction, are inadequate to meet domestic demand at reason 
able prices, he may, either generally or by article or category of articles—

(1) proclaim a temporary reduction in, or suspension of, the duty appli 
cable to any article; and
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(2) proclaim a temporary increase in the value or quantity of articles 
which may be imported tinder any import restriction.

Proclamations under this section in effect at any time shall not apply to more 
than 30 percent of the estimated total value of United States imports of all 
articles during the time such actions are in effect.

This is the principal short supply authority in the bill. During a period of 
general inflation, it covers suspensions of import barrers for articles for which 
there are shortages manifested by price increases. If price controls prevent price 
increases from occurring, the statutory criterion for use of this authority could 
still be met—there might be no adequate supply at the (fixed) reasonable price.

There will be situations in which an article which is imported is in short sup- 
ply, will be subject to antidumping or countervailing duties. In such cases, the 
Administration suggests that there should be authority to reduce temporarily 
or suspend those additional duties. In addition, more time is necessary to evaluate 
the effect of the suspension of duties or increase of imports under a quota before 
the Congress must act to preserve the duty suspension or quota liberalization. 
There would be much better information on which to evaluate the experience 
under the short supply action if a year were the maximum period then an 
action could be maintained prior to obtaining legislation.

To meet these concerns, the Administration will suggest several Amendments 
including allowing the suspension of antidumping and countervailing duties and 
providing that a shot supply action may remain in effect for one year before a 
legislative extension is required.

SEC. 125. SUPPLEMENTAL TARIFF AUTHORITY

For two years after the main tariff authority has expired, the President 
can lower duties by 20 percent, provided that the section 101 limits are not 
exceeded with respect to any article, and that not more than 2 percent of U.S. 
imports are covered by these agreements in either of the two years. As in 
section 101, the conditions for the exercise of the authority permit a reduction of 
U.S. import barriers which are unduly burdening and restricting the foreign 
trade of the United States, e.g., by slowing the inflow of imports of articles in 
short supply.

SEC. 131-134. TARIFF COMMISSION ADVICE , OTHER ADVICE

The Tariff Commission is to advise on the effect of U.S. import duty modifica 
tions on consumers (which would include industrial consumers). This advice 
should include the alleviation of domestic short supply situations. In addition, 
advice received from the departments (sec. 132) and from the public through 
hearings will include Information on the effects of increasing access to foreign 
supplies by lowering U.S. import barrers.

SEC. 135. ADVICE FROM PRIVATE SECTOR

The entire public advisory committee structure can serve the purpose of 
funneling information to the-negotiators on supply problems.

(a) The President, in accordance with the provisions of this section, shall seek 
information and advice from representative elements of the private sector with 
respect to negotiating objectives and bargaining positions before entering into a 
trade agreement referred to in section 101 or 102.

(b) (1) The President shall establish an Advisory Committee for Trade. Nego 
tiations to provide overall policy advice on any trade agreement referred to in 
section 101 or 102. The Committee shall be composed of not more than 45 indi 
viduals, and shall include representatives of government, labor, industry, agri 
culture, consumer interests, and the general public.
****** *

(c) In addition to the Committee established under subsection (b), the Presi 
dent shall, on his own initiative or at the request of organizations in a particular 
product sector, establish such industry, labor, or agricultural advisory commit 
tees as he determines to be necessary for any trade negotiations referred to in 
section 101 or 102. Such committees shall, so far as practicable, be representative 
of all industry, labor, or agricultural interests in the sector concerned . . .
****** * 

(i) In addition to any advisory committee established pursuant to this sec 
tion, the President shall provide adequate, timely, and continuing opportunity for
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the submission on an informal basis by private organizations or groups, repre 
senting labor, industry, agriculture, consumer interests, and others, of statistics, 
data, and other trade information, as well as policy recommendations, pertinent 
to the negotiation of any trade agreement referred to in section 101 or 102

SEC. 161-163. CONGRESSIONAL ADVISORS, TRANSMISSION OF AGREEMENTS TO 
CONGRESS, REPORTS

The general provisions of the bill requiring Congressional participation in nego 
tiations and statements to the Congress of the reasons for each agreement do not 
specifically refer to supply but would require Congressional participation in nego 
tiations of trade agreements affecting supply and reporting to Congress on supply 
problems.

SEC. 202. IMPORT RELIEF

In determining whether to accord import relief the President must take into 
account:

(4) the effect of import relief on consumers (including the price and 
availability of the imported article and the like or directly competitive article 
produced in the United States) and on competition in the domestic markets 
for such articles;

(5) the effect of import relief on the international economic interests of 
the United States;

These factors require a consideration of supply availability before relief is 
granted.

SEC. 301. RESPONSES TO CERTAIN TRADE PRACTICES OF FOREIGN 
GOVERNMENTS

(a) Whenever the President determines that a foreign country or instrumen 
tality—

(2) engages in discriminatory or other acts or policies which are unjusti 
fiable or unreasonable and which burden or restrict United States commerce, 
* # * * * * * 

the President shall take all appropriate and feasible steps within his power to 
obtain the elimination of such restrictions or subsidies, and he—

(A) may suspend, withdraw, or prevent the application of, or may refrain 
from proclaiming, benefits of trade agreement concessions to carry out a 
trade agreement with such country or instrumentality ; and

(B) may impose duties or other import restrictions on the products of 
such foreign country or instrumentality for such time as he deems 
appropriate.

The authority is broad enough for the United States to retaliate against unfair 
foreign export controls on needed raw materials and other products and other 
unfair denials of access to supply including foreign discriminatory actions. The 
measures available to the President tinder this section for use in responding 
against the unfair foreign action consist of import restrictions.

TITLE IV. COMMERCIAL AGREEMENTS WITH COMMUNIST COUNTRIES
Bilateral commercial agreements under section 404 can provide for more than 

market access (MFN on the part of the United States, import promises on the 
part of the foreign country). They can provide for "such other arrangements of 
a commercial nature as will promote the purposes stated in section 2". This can 
include questions of supply access. This interpretation is reinforced by the terms 
governing renewal of these agreements:

(A) a satisfactory balance of trade concessions has been maintained 
during the life of each agreement, and

(B) the President determines that actual or foreseeable reductions in 
United States tariffs and nontariff barriers to trade resulting from multi 
lateral negotiations are satisfactorily reciprocated by the other party to 
the 'bilateral agreement;

Trade concessions can take the form of supply assurance including agreeing to 
abstaining from the imposition of export restrictions.

TITLE V. GENERALIZED PREFERENCES
Reasons for making an article eligible pursuant to section 503 for preferential 

treatment include lowering the import barriers to supplies of needed materials.



349

This is consistent with the breadth of advice available under sections 131-134, 
the prenegotiation requirements referred to above. In addition, application of 
the competitive need formula (Section 504(c), which cuts off duty free imports 
from a country when a market share or value ceiling is reached) can be waived 
for national interest reasons. National interest considerations include removing 
barriers to imports of articles in short supply.

[Whereupon, at 1:15 p.m., the committee adjourned, to reconvene 
Wednesday, March 6,1974, at 10 a.m.]
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CHAKT 1

of - FOB;. Basis

1060 1973
On an f.o.b. basis, the United States ha'd a trade surplus of $1.7 billion 

in 1973 as compared with a deficit of $6.4 billion in 1972. The average 
annual growth in imports and exports is shown below:

Import*

1961-65-
1966-70- 
1971 — --
1972----
1973----

7
13
14
22
24

Exports 
(pgretntt

6
10

2
13
44
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CHART 2

ie-CiF Basis-

-$60bil.

1960 1973
On a.c.i.f. basis, the United States experienced a trade deficit of $3.8 

billion in 1973 as compared with a deficit of $11.4 billion in 1972. •
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CHART 3

U.S.Trade with Ma] FOB Basis

European 
Community

exports

1960 1973 1960

Japan

1973

Canada
imports

exports

-$15bil.

1960 1973 1960 1973
Our largest trade deficit is now with Canada at $2.7 billion; our deficit with Japan narrowed from $4.2 billion in 1972 to $1.3 billion in 1973. We regained a slight trade surplus with the European Community of $1.2 billion and with less developed countries of $2 billion in 1973.

30-229 O - 74 - 24
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CHART 4

Inflation is a Major Factor in Increased 
Trade

ngn "fnecfe fbri
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EXPORTS 

88%tote! increase
IMPORTS

67%
Increase 
in price

69% total increase 
in value

_

Agricultural Manufactured 
Goods Goods

,.

Petroleum Other 
Non-food

Commodities

Manufactured 
Goods

Inflation accounts for a significant portion of the increase in U.S. 
trade in 1973. F9r example, while exports of agricultural products in 
creased by 88 percent, three-fourths of this was due to increased prices 
as the volume of exports only increased by 21 percent. Similarly, the value 
of petroleum imports increased by 69 percent and over half of this was due 
to inflation.
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CHART. 4A

Crude oi!
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This chart .reflects the sharp escalation in world food and crude oil 

prices which occurred in 1973. Between 1963 and the fourth quarter of 
1972 world food and crude oil prices remained fairly stable^ There was 
even a decline in crude oil prices in''1971, .Beirinm'ng.in the first quarter 
of 1973, both indexes began to take off. Higher food prices were the result 
of poor crops in .the U.S.S.R., Australia, Argentina and India. There was ' 
also a reduced peanut crop in Africa, failure of the Peruvian .anchovy 
catch and a rice shortfall throughout Asia. The United States sold the' 
Soviet Union 18 million tons of grain out of a total purchase by the U.S.S.R. 
of 28 million tons. • . . .

In contrast to food prices, world prices in petroleum escalated because 
of man-made causes. By joint action the OPEC nations increased crude 
prices by between 300 and 400 percent within 1 year. The .average price 
for Persian Gulf crude increased from $2.59 in January, 1973 to $11.65 in 
January, 1974. • •
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CHART 5 .
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year 19.73 experienced the most severe international inflation 
e'early'1950's. Some of the increases were a natural result of '

; ,-The
since the'early'1950's. Some of the increases were a natural result of ' 
worldwide. economic boom which'caused shortages and a sellers market 
in raw materials. Declining grain output in the U.S.S.K., China, and 
Australia, coupled with the decision of the Soviet Government to import 
28 million tons of grain placed great pressures on U.S. supplies and caused 
'prices of food and feed grains in the United States to soar. Also the OPEC 
countries mdre'than trebled the price of crude oil in the latter part of 1973.
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CHART 6

of US. Trade :
(dollars in billions)

Products
Manufactured 

Products

1960

Minerals 
and Fuels

1960 1973 1960 1973
The increase in prices coupled with the Soviet Government's demands 

for feed grain gave rise to a sharp increase in U.S. agricultural exports 
in 1973 from $9.4 billion in 1972 to $17.7 billion. Our imports of minerals 
and fuels, however, also increased to $14.1 billion in 1973 (from $9.7 bil- 

' lion in 1972) and lead to an $8 billion deficit in this area. Manufactured 
products exports totaled $45.5 billion and more or less equaled U.S. im 
ports on an f.o.b. basis. As the chart shows, we have not regained the 
strong surplus position in manufactured products that we held in the 
early 1960's. •
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CHART 7

USTrade, Current Account, and Basic 
with Major"m:i

.•"o&

Worldwide

U.S. trade

1'U.S. current 
j account

Overall basic 
.balance

Japan Canada

j V. f (Slight
•.{deficit)

. > - - t,-jr -.' • '***

On a worldwide basis our trade improved dramatically in 1973, reach 
ing; a surplus of $800 million. Our current account which includes trade 
services and government'transfers'-shbwed a surplus-of $2.7 billion'in 
1973 as'compared to $8.4 billion in 1972. Our'overall balance of payments,' 
excluding short-term capital, showed'.a surplus of $2 billion in 1973 com 
pared with a "deficit of $9.8 billion in 1972. Our relations with the Euro 
pean Community-showed a trade surplus of $1.3 billion f.o.b. .basis but a

. current account deficit of $2.1 billion and an overall deficit of $1.8 billion.
.Our large deficit-items with the Europeans are military-$1.8 billion net; 
tourism —$1.4 billion net. Our overall position with Japan improved dra- ' 
matically. In-1972 we had an overall deficit with Japan of $4.1 billion. This 
was reduced to less ihan $50 million in 1973 even though we maintained 
a trade deficit of $1.3 billion and a current account, deficit of $1.7 billion. 
Japanese private investment in the United States increased rapidly and 
eliminated -most of pur overall deficit with 'Japan. The relation with 
Canada shows an overall deficit of $600 million with a trade.deficit of $1.8 
billion.'Investment, income from Canada totaled:$2.5 billion in 1973. '

!-
i

: '*, • 
t

O '
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CHART 8

fiance or my
- deludes short-term 

Inflows and outflows) . •

Surplus bil.

This chart shows that the basic balance of payments improved from 
a deficit of $10 billion in 1972 to a'surplus of $2 billion in 1973. Over the 
24-year period, the basic balance deficit has equaled $53.7 billion.
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CHART 9

Balance of Payments
(liquidity Basis)

1950 Surplus
1973

The balance of payments on a liquidity basis which includes all trans 
actions, even short-term movements of funds improved from a deficit 
of $15 billion in 1972 and $23 billion in 1971 to about $8 billion in 1973.
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CHART 10

Effective Rate of Exchange of the Dollar
C

1968 1969 1970 1971 1972 1973

The exchange rate of the dollar depreciated sharply in 1971 and for 
most of 1972. However, toward the end of 1972, the dollar's position in 
relation to other currencies improved to the point where it is now at about 
the levels established at.the Smithsonian Agreement.
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CHART 11

Proved Free World Crude Oil Reserves
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This chart shows the distribution of world-proven oil reserves. Proven 
reserves are those which are geophysically" proven to exist and extract- 
able under present technology. The chart shows that 63 percent of the 
world's proven reserves are in the Middle East; Of this percentage, Saudi 
Arabia has 25 percent; Kuwait, 13 percent; Iran, 11 percent; and Iraq, 
5 percent, and'various other countries hold the rest. Africa is shown to 
hold 18 percent. According to the latest report, its share has dropped to 
approximately 12 percent. Libya, Nigeria, and'Algeria are the largest 
African oil-producing countries. Communist countries,' which are not 
shown on this chart, control 8.percent of the world's proven'reserves 
with the U.S.S.R. holding,6.3 percent. North America, including Canada 
and Mexico,, also controls 8 percent with the United States' holding 6 
percent and Canada holding 2 percent. Mexico has less than 1 percent. 
South America has between 5 and 6 percent with Venezuela and Ecuador • 
being the largest suppliers. Western'Europe and Japan hold "about the- 
same amount of crude oil. OPEC nations control 416 billion barrels, or 
73 percent,,of the total 568 billion barrels of the proven oil reserves.
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CHART 12

Revenues from Oi} Bcporte
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••. This chart shows that the revenues from oil exports at present con 
sumption levels will jump from $27 billion in 1973 to $95 billion in 1974. 
The Arab countries will more than triple their dollar earnings from oil 
exports in 1 year and Iran will more than quadruple its earnings. Most 
producers will be able to spend only a small part of their increased reve 
nues on foreign goods and services. Developing countries face serious 
problems as a result of price increases. - . .
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CHART 13

Actual and Projected US, Energy 
Consumption 501
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energy 

consumption

1950 1975 2000

Based on U.S. Interior Department projections
Expected U.S. consumption levels before the Arab embargo were 

expected to increase by 6 or .7 percent a year, however^ price increases 
and the embargo may make these projections somewhat outdated as 
consumer habits will,change. '
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CHART 14
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CHART 15

Energy . by Source
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This chart shows that fossil-fuels account for approximately 95. per-' 
cent .of U.S. energy sources. Fossil fuel consumption is comprised ;of 
petroleum, 46 percent; natural gas, 32 percent; and coal, 17 percent. It 
is considered probable that the United States will continue to rely on 
fossil fuels for more than half of its energy through the year 2000:
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CHART 16

Energy: U. S. and

U.S. resource 1972 U.S.
base consumption

346 bil. barrels 6.0 bil. barrels

1,178 tril. cu.ft. 22.6tril.cu.ft.

394 bit-tons 517 mil. tons

Energy 
source

Oil

Natural gas 

Coal

Uranium 1.6 mil. tons 16,000 tons 

Oil shale 189 bil. barrels none


